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WEDNESDAY, JUNE 13, 1951 


CoNGREss OF THE UNITED SraTeEs, 
Joint ComMitreE ON Derense PrRopvction, 
Washington, D. C. 

The joint committee met at 7:30 p. m., pursuant to call, in room 318; 
Senate Office Building, Senator Burnet R. Maybank, (chairman) 
presiding. 

Present: Senators Maybank, Robertson, Capehart, and Bricker, 
Representatives Brown (vice chairman), Patman, Rains, Gamble, 
and Talle. 

Also present: Senators Moody, Ives, and Schoeppel. 

The Cuarrman, I will ask that the meeting come to order. 

I might say that at the request of several Members of the Senate and 
the House, particularly Senator Capehart, I as chairman of the joint 
committee, decided to call this meeting, tonight, to see if we could 
find out the facts about the meat situation. It was termed an investi- 
gation in the paper. It is not exactly an investigation, but what 
concerns me, as the chairman of the Joint Committee on Defense 
Production, is what concerns the other Members of the House and the 
Senate, the passage of a new control bill, the extension of the present 
bill, or whatever the Congress decides to do. ‘The present law expires 
on June 30. 

1 am looking for light on the meat situation; because before we 
extend the law for another vear, or write some new bill, I want to find 
out the facts. Several Senators and many Members of the House who 
know the meat industry feel as 1 do. What we want to do is what is 
in the interests of those engaged in the business, from the producer of 
livestock on the farms, to the packer, and all the way through to the 
retailer and the consumer, who, of course, is as much interested as the 
rest of us or more interested. 

What we want to find out in the meeting tonight and the meeting 
on Friday night with Mr. DiSalle and Secretary Brannan is what we 
can do in the situation to insure an adequate supply of beef and meat 
products to the consumer and at the same time not do an injustice to 
the producer, to the slaughterer, to the packer, or to whoever may be 
connected, either directly or indirectly, with the meat industry, even 
including those having to do with freight rates and beef cattle cars, 
et cetera, in the days to come. So that is the reason for this meeting. 
It is not an investigation of any farmer or packer or slaughterer, nor 
is it an investigation of the Government agencies. 

I have personally expressed myself several times that I thought 
they made a mistake when they passed the roll-back provisions of the 
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order. I may be wrong. I appreciate the fact that the price of meat 
to the consumer is too high. But we have been at a great loss to 
know what is best to do for the American people. 

Senator Capehart had the idea that he would like to know where 
the cattle were going, and what could be done, and I certainly would 
like to know a little more than I do on the situation, before we go 
into the extension of the present law, which expires on the 30th of June, 
or some new bill. We are meeting here as Americans and as friendly 
people, not as Democrats, not as Republicans, but all out for the war 
effort and all out to try and keep down inflation. For if we have 
wild inflation, it is going to do no good, as I well know, to the farmer, 
and it is not going to do any good to anybody else. It will do less 
good to the farmer, because he will be the first who will suffer when we 
have deflation. 

Those are my thoughts on it, and I look forward to the questions 
that may be asked by the members of the joint committee. I have 
some myself to ask later on. And I look forward with appreciation 
to any thoughts and ideas that you gentlemen who represent the 
various segments of the industry can give us in an enlightening way, 
to do something for the good of the American people, forgetting 
politics and forgetting pressure groups and what have you. 

We have just finished the control bill hearings, and there have not 
been any two people of all the hundreds we have heard that have 
agreed on any one thing. So we are sort of up against the gun barrel, 
you might say. We know we have to do something; something for the 
American people and something for the United States. That is the 
purpose of this meeting, to throw some light. So I will appreciate 
your giving us anything that will help us to help the consumer and 
at the same time help the farmer. 

I have nothing further to say, except that I want to ask Senator 
Capehart, on my right, first, if he has any questions, and when the 
Congressmen come in, we will go up and down the line asking ques- 
tions to see what we can do in the present crisis, which we all know is 
going to get worse as far as production and consumption and the ex- 
penditure of dollars are concerned, as the military program hits us 
with $70 billion next year. 

Senator Capehart? 

Senator Capenart. Mr. Chairman, I understand that this is a 
sort of a round-table discussion here tonight, and that any one of the 
gentlemen sitting in front of us may answer any questions asked, 
unless it is directed to a specific individual. Is that correct? 

The CuHarrmMan. That is correct, and the gentlemen have their 
naires on cards in front of them, in case any one does not know them. 
And I think any gentleman may ask questions who wants to, and I 
suggest that you go ahead and ask what questions you have, Senator. 

Senator Carenart. I hope we are not in a hurry, and that we will 
do what we can to get the facts, even if we have to stay until after 
midnight. 

The Cuarrman. I have never been in a hurry, as you know. 

Senator Capenart. I know. We want to be objective and to get 
the answers. 

Senator Rosertson. Will the Senator from Indiana yield for a 
suggestion? 
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I notice that we have before us representatives of all the major 
packing interests of the Nation. I understand that the “watchdog 
committee” is meeting tonight at their request, to hear them. From 
my standpoint, I would like to have a 2- or 3-minute statement from 
each one of these gentlemen all down the line, indicating what is 
bothering them. 

The Cuarrman. Well, let me say this, now. The “watchdog com- 
mittee” asked me, as chairman, to call this meeting, so that we might 
find what we could in the interest of whatever new legislation we are 
going to take up next week and the week after. And these gentlemen 
came here at my request, as chairman of the ‘‘watchdog committee.” 
I do want to hear what they have to say. 

But in justice to the various groups that represent the beef industry, 
all the way up, I asked them to come here and enlighten me. Cer- 
tainly, I do not feel enlightened on the subject entirely, because there 
has been so much discussion and there has been so much confusion 
since the roll-backs were first announced. So I asked them to come 
here, at the request of various Senators and Members of Congress. 

But I do think it would be wise to get a short statement from them 
at the proper time. 

Senator Carenart. My understanding of the meeting was, Mr. 
Chairman, that we invited these gentlemen to find out this informa- 
tion from them. 

The CHairman. I invited them. Perhaps we should introduce 
these gentlemen and identify them for the record. We have Mr. 
C. L. Farrington, Sedgwick Commission Co., Indianapolis, Ind.; 
Mr. Roscoe C. Haynie, vice president in charge of beef operations, 
Wilson Packing Co.; Mr. G. B. Mackey, general manager, beef di- 
vision, Armour’s; Judge Joe Montague, general counse!, Texas and 
Southwestern Cattle Raisers Association; Mr. Harry Moore, head, 
beef operations, John Morrell’s; Mr. James Olson, vice president in 
charge of beef operations, Hormel’s; Mr. Ray 5S. Paul, vice president 
in charge of beef operations, Rath’s; and Mr. Paul C. Smith, vice 
president in charge of beef operations, Swift's. 

Senator Capenarr. I would like to ask this question: 

We have been reading in the newspapers and we have been seeing 
pictures of empty stockyards. You have been killing less beef since 
the roll-back order went into effect, or since it was announced, than 
you did prior to that time, and there has been less cattle coming to 
the market. Now, the question I want to ask is, Why has that 
situation existed? 

I would like to have someone tell us just why there were 1 or 2 or 3 
days, or whatever there were, last week, when some of the large packers 
in the United States did not kill anv cattle, or possibly just a few. 

The CuarrMan. Will someone answer that question? If you want 
to answer the question, will you hold your hand up? 

Mr. Farrington? 

Mr. Farrinotron. I have a statement here on behalf of the stock- 
yards, where you got some of the pictures from. 

The Cuarrman. Mr. Haynie, would you like to answer the specific 
question first? Then we will hear from Mr. Farrington. 

Mr. Haynie. Yes. I would say that the answer to that is that 
the prices on live animals in the stockyards have been higher than we, 
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as packers, are permitted to pay under OPS price regulation No. 23, 
and therefore, because of that fact, we have been ale to buy cattle 
and slaughter them at our normal volume. 

Senator Capesart. Well, now, say that again. But first I want. to 
ask: It looks to me as though this proceeding is being broadcast. If 
that is true, then I think it is fair to the witnesses that their voices 
go out over the air in answer to these questions. 

The CuarrmMan. Will you pass the microphone down? 

I understood Mr. Haynie to say the price permitted under OPS 
regulation 23 was lower than the cattle were selling for, and therefore 
the stockyards stopped. 

Mr. Haynis. That is correct, Senator. 

Senator Capenarr. Let us see. You are with what company? 

Mr. Hayniz. Wilson & Co. 

Senator Capenarr. Has there been a day in the last 2 weeks when 
you did not kill any cattle? 

Mr. Haynie. Last week in the Chicago market we slaughtered 
cattle on Tuesday and on Friday. We did not slaughter Wednesday, 
Thursday, or Saturday. 

Senator Capenart. Why did you not slaughter on Wednesday, 
Thursday, and Saturday? 

Mr. Haynie. For the reasons stated above. OPS in issuing CPR 
23 established the highest maximum prices that packers could pay, 
based on a grade and yield basis for live cattle. Now, we have not 
purchased our normal requirements of cattle, for the simple reason 
that the livestock prices have been above these prices that OPS has 
prescribed. And I submit as evidence of good faith on that, that 
your own Department of Agriculture, which quotes the average prices 
for cattle on the Chicago market, quotes the average price of prime 
steers at $37.97. The OPS highest average price is $32.05. The 
average price for choice steers is $35.76. The OPS price is $34.20. 

Senator Carenart. Who set that first price? 

Mr. Haynie. That is the average price at which steers sold on the 
Chicago market last week, sir. 

The CuarrMan. Well, who has been buying them? 

Mr. Haynig. Many of them have been purchased by order buyers 
and shipped out for slaughter in eastern and southeastern parts of 
the country. Now, some of them have been purchased by large 
packers, and some have been purchased by small packers, but there 
are several ways in which these steers could be purchased at these 
higher prices. 

The CaarrMan. That is what we want to know. 

Senator Carpenart. If you will yield a minute, why is it that one 
packer can pay the OPS price, or rather the top price, and another 
one cannot? 

Mr. Haynie. Well, there are two ways. The illegal way, of 
course, would be that some packer somewhere would be falsifying 
his weights. 

Senator CaAPEHART. Yes? 

Mr. Haynie. Or that he would be falsifying his grades, or that he 
would be ignoring the proposition entirely. Now, there are legal 
ways in which that can be done too. One is the fact that it is all 
based on a standard of Government grading, I have been in the 
beef business all of my mature life in the grading of beef, and 1 know 
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that there is no scientific standard for the grading of beef. It varies 
with persons. It varies with plants. It varies with localities. 

Now, your compliance on this live regulation depends on the 
grading you get for the beef. Therefore, any difference or any 
variance in the grading of beef will show a corresponding variance in 
the price that you can pay for live cattle. 

The regulation also provides that a packer may be out of compliance 
on one load of cattle, providing that at the end of a month’s accounting 
period he is in compliance on all of the cattle he purchased. 

The Cuarrman. If you do not mind my interrupting, that is what 
I understand is the great concern about the roll-back, that there are 
going to be some people losing some money, who bought cattle in 
January and February, but they will make it up if things will go 
along, in the later months. Is that right? 

Mr. Haynie. No. I beg your pardon, Senator. 

Senator Carenart. He is talking about the packers. 

Mr. Haynie. That is a matter aside from this. This is not a 
matter of profit or loss. This is merely a matter of compliance with 
the regulations. Now, for example, you could pay a dollar over com- 
pliance for a load of steers, provided that you purchase some time 
during the course of a month a corresponding load of live animals, 
corresponding weight, that amount under compliance, and for the 
period averaged within compliance. 

Senator Carpenarr. How do you expect to ever buy a carload for 
under compliance? 

Mr. Haynie. Well, now, this isn’t new tous. I mean, we went 
through exactly the same thing in the days of OPA from 1944 to 1946. 
And if we found out one thing, we did find this out, that you had 
better start out the first of the month buying vour cattle in compli- 
ance. Don’t count on getting them in compliance at the end of the 
month, because that presumes that vou will be able to buy cattle 
under compliance by the end of the month, and we have found that 
you just can’t do it. 

Now, a packer located in Philadelphia, for example, could very 
well be buying cattle in Virginia, under compliance. And I am only 
using these localities for purposes of example. He could be buying 
cattle in Virginia under compliance and buying cattle in Chicago over 
compliance and averaging compliance on his entire purchase. Now, 
that would have the effect of putting the people who bought all of 
their cattle in Chicago up against his buys over compliance, and in a 
position where they couldn’t buy any livestock. 

Senator Capenart. That is, those buying in Chicago? 

Mr. Haynie. Buying in Chicago and slaughtering in Chicago; ves, 
sir. 

Senator Capenarr. Is that going on? 

Mr. Haynte. It is too early in the game to know that, but I think 
it is safe to presume that it is, Senator. 

Senator Capenarr. Well, have the farmers been sending to market 
the same number of cattle that they did a week ago or 2 weeks ago 
or a year ago? 

Mr. Haynie. Cattle receipts for last week were somewhat less than 
the week before. Cattle receipts this week have improved some. 

Senator Carenart. Do you feel that the farmers have been hold- 
ing back cattle? 
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Mr. Haynirg. No; I don’t feel that the farmers have been on a 
strike, to put it that way, Senator. There is nothing in the regula- 
tions which prohibits anyone from selling live cattle at any price they 
can get for it. Therefore, the cattle feeder and the man who is mar- 
keting the cattle are in a position where they are still able to accept 
the highest bid for cattle. 

Senator Capenart. Let me ask vou this: Could you pay $10 over 
compliance prices providing that at the end of the month you bal- 
anced out? 

Mr. Haynie. I could pay $10 over compliance prices on one load. 
providing I purchased another $10 under, or providing I purchased 10 
$1 under. | poo we could very well pay $50 a hundredweight for 
one load of cattle providing we purchased enough other cattle below 
compliance to average out. 

The CuarrmMan. Who does that benefit? The big packers, or the 
small packers, or nobody? 

Mr. Haynie. It is pretty hard to see where it benefits anyone, 
Senator. 

Senator Capenart. Well, did you recommend that sort of a rule 
to OPS? 

Mr. Haynie. No; we could not recommend that, because we had 
experience with this in OPA days, and we found that as soon as that 
went in, if you recall the days of 1945 and 1946 and the dwindling 
slaughter of cattle in the packing houses—as soon as that regulation 
went in, our slaughters started to dwindle down, and we couldn't 
comply with that regulation. 

Senator Capenart. I assume we could ask Mr. DiSalle Friday 
night, but do you know why they permit the buying of cattle at dif- 
ferent prices, as long as they equalize over a 30-day period? 

Mr. Haynie. I would say that the reason for it is this. Cattle 
will vary. Some cattle will yield as low as 39 percent beef in rela- 
tion to live weight. Some cattle will yield as high as 67 and 68 per- 
cent beef in relation to live weight. Therefore, with this wide vari- 
ance in yields and grades, it doesn’t lend itself to a firm, fixed ceiling, 
the same as you would have on many other products, particularly on 
durable hard goods and things of that nature. 

Senator Capensart. Is it workable? 

Mr. Haynie. We do not feel that price control on either live cattle 
or on dressed meat is workable; no, sir. 

The Cuarrman. You cannot take the ceilings off of one commodity 
and leave them on another. I mean, if you take it off of beef, you 
will have to take it off of corn and do the same thing all the way 
down the line, because the Congress is made up of various Congress- 
men and Senators, all of whom work and strive to do the best they 
can, but if certain constituents get it off of one thing, others are going 
to want it off of another. I am speaking frankly. The Congressmen 
and Senators are honest, hard-working gentlemen, but when it comes 
to taking price ceilings off of one thing, you will have to take it off 
of another. And I am talking practically now. I know what you 
are up against in cattle grading. We are up against the same thing 
in cotton grading or tobacco grading, or what have you. 

Mr. Haynie. I wish that I could offer you a solution to it. But 
it is my considered opinion, there, that as long as there is an excessive 
demand for meat, and as long as people are willing to pay prices over 
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and above ceilings for it if necessary, and as long as you have this 
wide variance in breakdown in the slaughter and the selling opera- 
tions of meat in this country, price control cannot work effectively 
on this product. It hasn’t ever, and I don’t feel that it can. 

The CuarrMAN. This newspaper account says that some of the 
slaughterers are overbidding for the available beef, apparently hoping 
to buy other beef for less than ceiling and to average out their prices 
to a legal level by the end of the month. But Mr. DiSalle says: 
“‘T want to caution these slaughterers, now, to get back in line and to 
cooperate in this program.”’ And he goes on with a statement which 
you probably saw. 

Mr. Haynie. Yes, sir. Now, last week a number of statements 
were issued that the packers were hiding behind a technicality; that 
they could buy cattle above compliance and then buy for less later 
on and average out. We didn’t feel we could afford to do that. 

The CuarrMan. You did not do it, but some did? 

Mr. Haynie. We didn’t do it, because we didn’t think we could 
buy them under. Now Mr. DiSalle justifies our actions. 

The Cuarrman. But others did? 

Mr. Haynie. | think that is a fair statement. 

The Cuarrman. Thank you. 

Senator Robertson? 

Senator Ropertson. Mr. Chairman, we have 10 witnesses here. 
I doubt if a quorum will stay to hear the full expression of views of all 
10 of them. I would like to get down right now to one practical 
proposition. We know that after the Korean war started the price of 
beef advanced more rapidly than that of any other food product. 
We know that beef is now, if the so-called parity is correctly computed, 
and I would not say it is, higher above parity than anything else. I 
am satisfied that the Senate Committee is not going to report a bill to 
control everything except beef. 

The Cuairman. That is the practical answer. 

Senator Roserrson. And I do not think the House committee 
would, either. 

You have a 10-percent roll-back, which may be termed an accom- 
plished fact. You have two more roll-backs, I believe, of 4% percent, 
that are not yet an accomplished fact. We would like, and when I 
say ‘“‘we’’ I mean | and maybe others, to have a discussion on what 
will be the probable effect of these two future roll-backs on the pro- 
posal of Mr. DiSalle that he is going to give the American people an 
adequate supply of good meat at cheaper prices. 

The CuarrMan. Answer that, if you can. 

Mr. Haynie. All right, sir. I don’t want to monopolize the con- 
versation. 1 would say that any roll-backs tend to decrease produc- 
tion, and that will be the inevitable result of any roll-backs. 

Senator Ropertson. Well, suppose there were a price roll-back all 
across the board at the time. There would have been less confusion, 
in your mind? 

Mr. Haynin. Definitely. And I would also say that any roll-backs 
when you have further pressures against the ceiling only increase the 
pressures against the ceiling and make black markets more inevitable. 

Senator Rosperrson. Is it true that cattle that are now finished and 
ready for market will probably come to market in July before the 
next roll-back occurs? 
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Mr. Haynie. If they do, they will come in less flesh and less finish 
and therefore produce less meat than would otherwise be the case. 

Senator Roserrson. Is it a fact that those who are now finishing 
out grass-fed steers with cottonseed meal and corn are going to lose 
money at these prices? 

Mr. Haynte. According to all the figures that I have seen, Senator, 
anyone who sells steers and feeds them at these roll-back prices will 
lose money, yes, sir. 

Senator Roperrson. Is it not true, then, that you cannot make a 
man feed his steers and add weight to them if he is going to lose 
money? 

Mr. Haynie. I think in your question, there, you have hit the key 
to the whole thing, that it is this added weight which is in question, 
and this added weight will not be produced, and you will wind up 
with less meat. 

Senator Roperrson. And is it true that if we eat the steers that 
come off of thin grass we are going to eat a poor grade of meat? 

Mr. Haynin. Definitely. 

Senator Ropertson. Is there any way that the Government can 
keep a butcher that wants to upgrade his beef and charge a higher 
price for a poorer grade of beef from doing it? 

Mr. Haynte. It would be an illegal operation, but it would be very 
difficult to police. 

Senator Ropertson. Do you think that it would be in the interests 
of the consumer if Mr. DiSalle would announce that these two future 
roll-backs have been canceled? 

Mr. Haynte. I think so, definitely. 

The CHarrmMan. Well, now, I understand beef is selling at retail 
prices under the ceiling. I saw that in the paper. It has been called 
to my attention in several long articles. 

Mr. Haynie. I think when you say that, you have to appreciate, 
Senator, that the meat business and the beef business is a flexible 
type of business, and that when you enter into price control, that 
flexibility has immediately been removed. Now, it is my under- 
standing that in the East there were some sales of steak from loins be- 
low ceiling prices. On the other hand, I understand that there were 
also a considerably large number of sales of round steak and of chuck 
meat, the lower priced meats, at considerably above ceiling. 

The CuarrmMan. We will hear from you now, Mr. Farrington. 

Mr. Farrineron. Mr. Chairman, | want to make a statement 
about the market end of it. I have prepared a short statement from 
the market standpoint that 1 would like to read. 

The CuarrmMan. What markets are those, Mr. Farrington? Kansas 
City? Chicago? This is just for the record. 

Mr. Farrincron. My firm belongs to the Indianapolis Livestock 
Exchange, which is a member of the National Livestock Exchange, 
with headquarters in Chicago, to which all the big markets belong. 

The Cuarrman. I just wanted that for the record. 

Mr. Farrineron. That is in the introduction to my statement. 

The Cuarrman. How long will your statement take? 

Mr. Farrineron. It will take about 5 minutes. It is no long- 
winded speech. 

The Cuarrman. Go ahead, sir. 
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Mr. Farrineron. Mr. Chairman and gentlemen, I am C. L. Far- 
rington, of Indianapolis, Ind. I own and operate one of the oldest 
and largest commission firms on the Indianapolis livestock market. 
My firm belongs to the Indianapolis Livestock Exchange which is a 
member of the National Livestock Exchange with headquarters in 
Chicago. Its membership is composed of livestock exchanges of the 
principal terminal markets of the country and whose membership 
handles approximately 75 percent of the livestock that flows through 
those terminal markets. I might add that all those markets are under 
the regulation and supervision of the Packers and Stockyard Admin- 
istration of the United States Department of Agriculture. 

I am here to represent the National Livestock Exchange and all its 
membership. I happen to be a past president of that organization, 
and I have with me, from Peoria, the gentleman who now is the 
president of the National Livestock Exchange, Mr. Riddell. 

The CHarrmMan. We are glad to have him here with us. 

Mr. Farrineron. Thank you. I appreciate the opportunity to 
bring him here, Senator. 

We act as selling agents of the livestock producers who market 
their livestock through those terminal markets. We receive, grade, 
care for, and sell their animals, collect for the same, and remit the 
proceeds to these producers. In such cepacity we develop the 
personal friendships and confidences of our customers. We know 
hundreds of them by their first names. We visit with them in their 
homes and know many of their neighbors and their families. We 
consult with them in their feeding and marketing problems. We 
serve them in every way we can to make their farming and feeding 
operations successful. Naturally, in such close association we ex- 
change many confidences with them and they with us, and I appreciate 
this opportunity to meet with you tonight to bring some of their 
reactions to you. I believe, and many of them ~ ia that their 
present attitude has been rather generally misunderstood and certainly 
quite a bit misrepresented. 

The farmers and livestock feeders of this country are as fine and 
upstanding a group of businessmen as there are anywhere. They 
operate a different type of business than does any other group of men 
and their operations have to be flexible at all times. First of all, the 
failure or success of their annual production depends principally on 
the weather. They may plant and tend, but Mother Nature deter- 
mines the result. The wheat crop of the Southwest this year is a 
good example. When a crop fails, in time another crop of somethin 
else may be planned but oftentimes a failure of a crop means a tot 
loss for the producer with no chance to recoup until another year rolls 
around. 

Gentlemen, I give you this little résumé of farm production as a 
preface to their present attitude on price controls. The farmer feeds 
livestock when livestock prices tend to indicate that profit can be 
derived by feeding all crops produced on a farm. It is a cold business 
proposition. If livestock prices are low and corn and hay prices are 
high, the farmer is inclined to sell his grain and feed no livestock. If 
corn is low and livestock high, he increases his livestock production 
as much as possible. For the past few years feed has been high and 
so has livestock but we have been able to encourage farmers to gamble 
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by feeding their high-priced corn to livestock, with the result that they 
have realized a nice profit in their feeding operations. Then alon 
came price controls. The law was passed last fall and while OPS did 
not step prominently into the picture until this spring, the farmer 
could see the handwriting on the wall and, like any other good busi- 
nessman, began to get his house in order. 

I wish I could tell you how many of my farmer customers came to 
me for advice; and every other commission man had the same experi- 
ence. Anyhow, large numbers of them either locked up their corn to 
wait to see what was going to happen, or else purchased some large, 
rough cattle for short feed to sell in the early spring before OPS could 
step in. Those cattle, of course, are practically all gone because they 
were not the kind to feed to a very high finish, even if OPS were not 
in the picture. Some of those cattle, not bought early enough to get 
proper finish, are still in the hands of the feeders but there are not 
enough numbers of them to produce any very great amount of meat. 

Most of our feeders in the Midwest buy calves of good quality for 
their long feeding operations. They buy them in the spring, graze 
them through the summer to get cheap gain on grass, then start 
feeding grain in the fall after their grain ts Eurvasted, and the grass is 
gone. i our to six months full grain feed is necessary before those 
cattle are ready for market to furnish the good kind of beef the con- 
sumers desire. It takes 6 months to a year of full grain feeding to 
make those choice and prime cuts of beef we hear so much about but 
seldom see. This year, however, many of those cattle bought as 
calves last year that would have been fed until fall or early winter 
have already been sold this spring, much lighter than usual. 

Now, then, gentlemen, the damage was first done last fall and early 
winter. Corn was high and no one knew what would be done to 
cattle prices this coming fall, so Mr. Farmer-Feeder just didn’t buy 
any calves compared to the number usually purchased. 

The Caarrman. You think it would have been better to put the 
freeze in last fall? 

Mr. Farrincron. Why, certainly. You gave them advance notice 
of what was going to happen, so they got things in shape. 

To illustrate, our largest feeder-dealer on the Indianapolis market 
sold over 100 cars of feeder calves during the first 5 months of 1950 
but this year he has sold exactly none for the same period. That 
one spot alone means approximately 5,000 less cattle on feed than a 
year ago. Of course, some of our feeders may have bought calves 
elsewhere, but not all of them did, and some just stayed out of the 
feeding business. Lifting of controls right now would not bring in 
any beef from those farms, because it is not there. 

The CuarrMan. In other words, they are out, even if you took the 
controls off? 

Mr. Farrineron. But doing away with controls right now might 
induce some of them to get back into the feeding game if they have 
not sold their corn, and this would help to alleviate the beef shortage 
that otherwise looms for 1952. 

Senator, out in the Midwest, that is what is happening, | know. 

Let me say a word about hogs. They have not advanced in price 
as has other livestock because production was able to catch up with 
demand sooner than would those other species of livestock which 
take so much longer to produce. Hogs are a splendid example of the 
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fact that the only way to hold down prices is to increase production. 
However, I want to acquaint you with this fact. There is not much 
margin of profit in feeding $1.75 corn to hogs at present prices and 
many feeders are wondering whether they should sell their corn and 
quit feeding hogs. Up to now they have felt that a decrease in beef 
supplies would switch a lot of the meat demand to pork and thus 
help hog prices. However, OPS keeps talking about a hog ceiling 
in the not too distant future and I understand they have one ready. 
Gentlemen, all they have to do to upset hog production is impose 
that ceiling—I don’t care what the price level may be—and you will 
see the farmer, as any other good businessman would do, begin to 
cut down his feeding operations and sell his feed. You know, there 
is no glory in feeding livestock, acting as nursemaid to an old cow or 
sow, especially in bad winter weather, fighting weather and disease 
and declining markets. It is no fun, either—it is real hard work. 
Might I cite one instance? One of my customers last fall put 30,000 
bushels of corn in his crib. He could sell it to Uncle Sam or anyone 
else at $1.50 per bushel. If he still has it today, he can get $1.75. 
Don’t you realize the temptation to sell it and put the money in the 
bank, go to Florida, California, or some other seaport, without any 
worry except to pay his taxes? 

The CuarrmMan. That is the great worry. 

Mr. Farrineton. Now, one more word. We hear so much about 
parity, that Senator Robertson touched on. I was told once by 
college professor that parity depends upon who figures it. Anyhow, 
most farmers know very little about parity. And you would be 
surprised, gentlemen, how little attention they pay to this talk you 
give about 150 percent of parity. But one of my customers told me 
the other day when I sold his hogs at $21.50 per hundredweight that 
he had just bought a new tractor and it had cost him $600 more than 
the same kind of tractor cost 5 years ago when I sold his hogs for $30 
per hundredweight. So he isn’t going to believe much in parity. 

Gentlemen, the farmers are not on a rebellious strike, but they are 
human and naturally resent a roll-back in prices to pre-Korean levels 
when other industry has not been so singled out. They are just good 
businessmen. They have learned to shift their operations as condi- 
tions warrant. If they can’t feed livestock without the threat of some 
Government agency trying to arbitrarily fix the price and thus 
regulate their margin of profit, especially an agency composed of 
personnel that never operated a farm or feed lot, well, they just won’t 
gamble that way. It is too easy to sell the feed by the bushel or ton, 
instead of on the hoof. Let us not forget, the farmer can live but we 
in the cities have to have food if we are to keep going. Only Mother 
Nature, with the farmers’ assistance, can produce food, either as 
meat or grain. 

Senator Ropertson. Mr. Chairman, is the gentleman through? 

Mr. Farrinetron. Yes. 

Senator Ropertson. I realize that our Farm Bureau Federation 
recommended to us that we drop price and wage controls, and I believe 
that is the essence of Mr. Farrington’s recommendations to us. 

Mr. Farrineton. The essence of it is, Senator, that that is right. 
They have so many other things they can do at their feet that if they 
are resentful of ceilings they will do something else, and you just 
won’t get anywhere. 
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Senator Roperrson. As a student of economics for some years and 
of political philosophy, I want to say that I know of no period in our 
history of inflation where unorganized farmers, in a contest in an 
inflationary period of every man for himself and the devil take the 
bindmost, can come out ahead of organized industry and organized 
labor. They cannot do it. I think our farm leaders, in asking Con- 
gress to turn farmers loose and let them compete, when we will 
shortly be in a period of spending close to $1 billion a week for defense, 
are going to get it in the neck im the end. And if we have ruinous 
inflation followed by ruinous deflation, the farmer, as always in the 
past, will be the first one to be deflated. There has never been any 
variation from that. 

So far as I am concerned, we are temporarily at ease in this inflation 
picture. There has been no material increase in the cost of living in 2 
months. There may not be any more for another month or two. 
We have prospects of a good wheat crop and a good corn crop. We 
have the second to highest number of livestock on the farm in our 
history. But I do not believe that if we abolish all controls and go 
into a period of spending 50, 60, or 70 billion dollars a year for defense 
the farmer could come out of it unscathed. I think he would be 
badly hurt. And, of course, we would practically ruin the pensioners 
and the white-collar class. 

That is the reason I said that I thought this discussion would be 
most helpful to the Members of Congress, if we could center our 
attention right now not on abolishing all controls or picking out beef 
as one thing that would not be roe although that is the biggest 
single item in the food basket; but consider whether it is wise from 
the standpoint of those Mr. DiSalle says he is trying to help, to let 
these two new roll-backs of 4% percent each stay in effect and hang 
that as a Damocles sword over those who otherwise might feed out 
their livestock and bring it to market in proper condition and proper 
weight. 

Senator Capenartr. Mr. Chairman, I want to say that I believe 
the Senator has a misunderstanding of the purpose of this meeting 
tonight. 

Senator Roperrson. I did not know about it until noon, and | 
thought that it was certainly a very happy coincidence if you could 
announce a meeting of this kind at noon and get 10 of the leading 
representatives of the industry here right off the bat. I assumed 
that they wanted to talk with us. 

Senator Capenartr. Well, my understanding of the meeting’s pur- 
pose, and at least that is the thing I want to discuss, is that it is the 
question of where the cattle have been going and the question, If 
the price control remains on, will the American people get meat? Or 
are we going to have to be satisfied with a reduction in the production 
of meat in America, and then go on a rationing system, where the 
housewife of America will be given some red coupon books and will 
line up in big, long lines as they did in World War II and wait to 
get a little piece of meat? Or are we going to try te work out a plan 
that will insure an inerease in production in cattle and livestock and 
avoid rationing and avoid stamps and at the same time maintain a 
fair price. That is the thing I am interested in. It is the question 
of where is the meat going? Because I think it is very unfair to the 
farmers, very unfair to the packers,fand very unfair to the commis- 
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sion merchants, for people to get on the radio, as I have listened to 
them in the last week, and say that the American farmer is on strike, 
that the packers are on strike, and that those people dealing in meat 
are on strike. Because I do not think there is any truth in it, and 
I think that the records will prove there is no truth in it. 

I am interested in knowing why you have not been able to buy 
cattle, why you have not been able to maintain your regular quotas, 
and if this price control remains on and we get one more roll-back, I 
am interested in knowing whether there will be less cattle than there 
have been in the last 2 or 3 weeks. Those are the things I am 
interested in. 

The CuarrMan. Mr. Smith had his hand up, and I imagine he will 
want to give us a few thoughts on the question of where the cattle are 
and what his ideas are on the two future roll-backs insofar as produc- 
tion is concerned. 

Senator Rosertrson. Mr. Chairman, before Mr. Smith testifies: 
He testified before the Senate Banking and Currency Committee, and 
I just want those who do not know Mr. Smith to know that he has 
been in this business all of his life. I will not say how old he is, but 
his hair is getting a little grav. And I thought he made a very good 
witness when he appeared before us some days ago. 

Mr. Smrra. Well, Senator, I would like to give you a little 2-minute 
picture of Swift’s operations last week. 

At our Chicago plant last week, we slaughtered 277 cattle. 

The CuarrMan. What is your average per week? 

Mr. Smrru. Well, a year ago last week we slaughtered 4,807. 

Senator Bricker. The paper this morning says that yesterday 
26,800 head of cattle were shipped into the major marketing centers, 
as against 26,000 a week ago Tuesday and 27,000 a year ago. That 
is within a thousand of what was shipped in a year ago, and more 
than was shipped in a week ago, by a lot. Do vou think that is going 
to continue, and is this a temporary thing? And are cattle going to 
come back into the market at a price at which you can buy them? 

Mr. Smrru. Well, the mark-up was higher in Chicago yesterday, 
and it was a strong market again today. 

Senator Capenartr. Let me ask you this question. The American 
people have got an idea that the price of cattle is controlled, that Mr. 
DiSalle has set one price on cattle, and that is it. 

Mr. Sairn. Yes. 

Senator Caprenartr. Now, you say the price was higher in Chicago 
yesterday. 

Mr. Smirn. There is no control on cattle at all. 

Senator Capenartr. That is what I am trying to get over. But 
when you read the newspapers, you do not, of course, get that under- 
standing. 

Mr. Saurru. Let me give you a small example. At our Cleveland 
plant, a small plant for us, we slaughtered 59 cattle last week. That 
compares with 1,207 a vear ago. Now, we can go on for a week or 
two or three on this kind of a basis, but one of these days we are going 
to have to decide if we are going to lay off those men. And if we lay 
them off, we will not get them back again in between now and fall. 

Senator Capenarr. Will you yield just a moment? 

Who got the 1,200 cattle that should have been slaughtered by you 
last week? Who received them? Where did they go? 
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Mr. Samrrxa. Well, do bear in mind that the receipts were somewhat 
lighter last week than they have been. Our receipts at the 20 large 
markets were down about 24 percent for last week. 

The Cuarrman. Yes; but that was much more than 24 percent in 
Cleveland. 

Mr. Sarrx. Oh, ves; yes. 

The Cuarrman. Who got the cattle? That is what we want to 
know. 

Mr. Smrrx. Well, in the main, they were bought by order buyers 
and shipped out. 

The Cuarrman. Who bought them? 

Mr. Sarva. Order buyers. And they were shipped off the market. 

Senator Capenart. Where did they go? 

Mr. Sariru. I don’t know. 

Representative Rains. What is an order buyer? 

Mr. Smrra. An order buyer is a buyer who takes the orders of 
small packers, the first two or three loads, and then goes out and 
shops the markets. 

Representative Rains. They went into the black market? Is 
that where you mean they went? 

Mr. Smiru. I wouldn't say they went imo the black market, 
because any time vou speak of a black market you first have to 
define what vou mean by a black market. 

Senator Bricker. Did they go into an illegal trade? Was there a 
price above the maximum? 

Mr. Sarru. | krow that the cattle sold for $1 to $2 per hundred- 
weight higher than the prices that OPS prescribed that we could pay. 
Senator Capenart. That is the reason vou could not buy them? 

Mr. Suira. That is right. 

The CuarrMan. Somebody got them? 

Mr. Suira. Yes. 

The Caarrman. You do not know who got them? 

Mr. Smira. No. 

Senator Bricker. Can we not follow that through and find out 
where they went? 

Mr. Sarru. It is possible that you could. We can’t. 

Now, please understand that the figures I gave were for a week 
and not for a day. 

Representative Rains. Well, for a week? 

Mr. Smrra. For a week the receipts of 20 markets were down 20.96 
percent. But at certain markets we had to drop down considerably, 
because they just simply sold too much. Now, please don’t think 
that—— 

Senator Capenart. Will you yield just a moment? Is that true of all 
the other packers sitting at this table? Did you have similar experi- 
ences? 

Mr. Haynie. In varying degrees. 

The Cuarrman. Mr. Mackey, you did, too? 

Mr. Mackey. We did, too. 

The CHarrmMan. Somebody got the cattle. We will all agree on 
that. But nobody knows who got them. Everybody will agree on 
that. 

Senator Bricker. How can we find out? 

Representative GamBLe. Are there any records? 
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Mr. Sarra. Oh, yes. And, of course, there are press releases. And 
the OPS is following them. 

The CuarrMan. | see some of the OPS in the audience here tonight. 
Mr. DiSalle is going: to be here on Friday night. Se we will ask the 
OPS. You say they know where the cattle went? 

Mr. Samira. All | was quoting was what I read in the newspapers. 

Senator Capenart. Why, the stockyard where the cattle were 
shipped by the farmer has a record of who bought them. Not only 
do they have the record of who they were sold to bui the commission 
merchant who sold them. They had better have that. 

Mr. Smita. We have a little plant out in Watertown, S. Dak., and 
we killed more cattle there last week than we did a year ago. We 
have a little plant at San Francisco, one in Los Angeles, in Spokane, 
in Seottsbluff, Nebr., in Ogden, Utah, in Moultrie, Ga., in Mont- 
gomery, Ala., in Atlanta, in Nashville. And at all of those plants 
we slaughtered more cattle last week than we did a year ago. 

Senator Capenarr. Why? 

Mr. Smirn. We were able to buy them in compliance. 

Senator Capenart. Why were you able to buy them in compliance? 

Mr. Smiru. I don’t know. 

Senator Bricker. You talk about these cattle that you cannot buy 
that are going into the eastern markets. Who is slaughtering those 
cattle? 

Mr. Smirn. Well, I think the Department of Agriculture had some 
figures. These figures are approximately correct, but I am just 
quoting from memory. It was that at the end of OPA or nearly at 
the end, there were some 25,000 or 26,000 concerns in this country 
slaughtering cattle. 

Senator Bricker. Now they say they are not going to allow that 
under OPS. 

Mr. Smiru. That is possible. I do know of certain packing plants 
that have not been opened since OPA days that are open again and 
doing business. 

The CuatrmMan. In other words, packing plants closed since 1946 
are reopening? 

Mr. Smiru. Yes. 

The CuarrMan. And that is where the cattle went? 

Mr. Smiru. Well, I cannot prove it. 

Senator Bricker. Is there any evidence that those cattle are going 
into illegitimate slaughterhouses? That is what we want to know. 

Mr. Smirn. Again, Senator, you must define what you mean by 
illegitimate; because again, as Mr. Haynie said, you can pay any 
price you want to for a load or two of cattle, if, sometime during that 
monthly accounting period, you buy sufficiently low that your average 
comes out in compliance. 

Representative Rains. You have in the trade set-up what are 
known as commission merchants, or commission men, who buy. Do 
you not have that in the trade set-ups? 

Mr. Smiru. Well, now, are you referring to the commission men 
in the stockyards? 

Representative Ratns. Yes. 

Mr. Smrrx#. We have commission men there, and then we also have 
the order buyers. 
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Representative Rains. Well, which one of them bought these 
cattle? 

Mr. Smrra. The order buyers in the main bought them and shipped 
them all over the country. 

Senator Capeuart. The order buyers buy from or through the 
commission man. The order buyer is exactly the same kind of a 
fellow as far as the stockyard is concerned as the packer himself. 
He buys the cattle. He pays for them, and he owns them. 

Mr. Smrru. That is right. 

Senator Capenarr. He buys them on order from somebody else 
throughout the country. 

Mr. Smrrx. That is right. 

Senator Capenarr. And he ships them direct to that person. 

Mr. Sarru. Yes. 

Representative Rains. Whom do you ordinarily buy them from? 

Mr. Smitx. Well, we buy from the commission man through our 
own buying set-up. 

Representative Rains. Is Mr. Farrington a commission man? 

Mr. Smirn. He is a commission man. 

Representative Rains. Now, do these cattle go to men like Mr. 
Farrington? 

Mr. Smirx. That is right. 

Representative Rains. Well, what do they do with them? 

Mr. Smiru. Thev hold them for sale. 

Representative Rains. To whom? 

Mr. Smirx. To the one who will bid the money to pay for them. 

Representative Rains. Who would be that one? It would be 
somebody in the meat industry? Who would that be, that Mr. 
Farrington would sell them to? 

Mr. Smiru. Well, there will be packer buyers. 

Representative Rains. Who is the packer buyer? Is that you? 

Mr. Smrrxn. Yes. Or there may be order buyers who represent 
20, 30, 40, or 50 - 

Representative Rats. In the long run, who would the order buyer 
sell to? 

Mr. Sarrx. He just fills orders. 

Representative Rains. For whom? 

Mr. Smrra. For a packer. A packer commission salesman. 

Representative Rains. You are a packer, are you not? 

Mr. Smiru. Yes. 

Representative Rats. Does he fill orders for you? 

Mr. Smirn. We buy a few cattle from order buyers, yes; but in the 
main, we try to cover all markets with our own buyers. 

Representative Rarns. Where are these cattle ia the pipeline 
between Mr. Farrington and you? Where are they now? They are 
still alive somewhere? 

Mr. Smrrn. Yes; but let me say this: that there are cattle dis- 
appearing again. 

Representative Ramns. Where are they going? That is what 
we want. 

Mr. Sairu. I don’t know. I have no idea. 

This happened during OPA. And last week we saw the first figures 
that indicated the cattle were disappearing. Now, let me tell you 
what I mean. And these figures are approximately correct. 
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We received in Chicago about 22,000 cattle last week. There were 
shipped off of the Chicago market about 11,000 cattle, 50 percent. 
Now, that 50 percent compares with about 30 percent normally, which 
will indicate that there should have been a slaughter in that Chicago 
area of the balance, or 11,000 cattle. There was not. There was 
a slaughter of about 9,500. 

Senator Capenart. Then what we ought to do is to get the stock- 
yards to bring their records in here and show us exactly where the 
cattle are going. 

Mr. Smirx. Yes; but do bear this in mind, Senator: that from 
the mere fact that vou have those figures, you could not prove anything 
so far as their having broken any laws. 

Senator Bricker. We could follow them down to the place where 
they went to market. 

Representative Rais. And find out where they are. 

Mr. Smrru. And then you have the question of proper weighing, 
similar grading, and so on. 

Senator CaprHarr. You take an order buyer. I can call! an order 
buyer in Indianapolis and have him contact an individual tomorrow 
and tell him to buy me a thousand cattle. He can go out in the 
stockyards, and there is the pen filled with 25 head of cattle or 50, and 
the commission man will go out there and bid them off to the highest 
bidder. My order man sits there and buys, if he can, a thousand 
cattle for me. 

Representative Gamsie. But he buys from the commission man, 
does he not? 

Mr. Suiru. That is right. 

Representative GamsBie. Who ships to you, Mr. Farrington? 

Mr. Farrineton. The farmer and the feeder. 

Representative Gampe._e. They come from the feeder lots or the 
range or the farmer. And vou act as his agent in the sale of those 
cattle? 

Mr. Farrinetron. That is right. And we sell them to the highest 
buver if he can establish financial credit. 

It I might interject, Senator Capehart, the OPS has had men 
around the markets investigating where all the cattle went. What 
they found out, | don’t know. 

The CuarrmMan. Well, it is possible for this committee to find out, 
in your judgment, where the cattle went? 

Mr. Farrineron. I think you could find out whoever bought them. 

The CuatrmMan. Congressman Talle? 

Representative Tatute. Mr. Chairman, I should like to ask these 
gentlemen what they believe will happen to the traditional flow of 
cattle into the market in the event that the two proposed future 
roll-backs prevail. Will there be a rush just before the roll-back 
dates? What will happen as you see it? 

Mr. Smiru. It seems to me that any businessman, if he knows 
that we are going to have a roll-back, is going to crowd in everything 
he can ahead of that roll-back, and then we will be practically desti- 
tute for meat supply for some weeks after. 

The Cuarrman. Who gets the benefit of the roll-back? 

Mr. Smira. The consumer. 

The Cuarrman. How? 

Mr. Smiru. Lower prices. That is all outlined. 
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The CHarrman,. Is the price of meat lower in Washington this 
week than it was last week at this time? 

Mr. Smiru. No. 

The Cuarrman. Then, who gets the benefit? 

Mr. Smiru. Well, you understand, the point we were talking about 
was the roll-back that is coming the Ist of August. 

The CuarrMan. But who gets the benefit of the present roll-back? 

Mr. Smiru. The present roll-back? At the present time the prices 
are being put back to the prices that crevalled in the base period. 

The CuarrMan. I understand they are being put back. But they 
are not back. 

Mr. Smiru. No; they are not back yet. 

The CuarrMan. Well, how much are the prices down? 

Mr. Samira. I do not have those figures with me. I don’t know 
if anyone can give you those figures. 

The Cuarrman. Is the consumer getting any cheaper meat today 
because of the roll-back? 

Senator CaPpeHart. Because of the 10 percent roll-back. 

The CuHarrman. The first 10 percent. I understand you have 
two 4% percent ones coming. 

Mr. Sairu. I believe the OPS would almost have to figure that. 
Because there are certain cuts higher and certain cuts lower. 

Senator Capenart. I think OPS admitted the consuming public 
would not benefit from the 10 percent roll-back. 

Mr. Smiru. Well, do bear in mind that what OPS is trying to do 
is to establish on a live and at a retail level the prices that prevailed 
in the base period, that is, that December—January period. And the 
prices of live cattle went up considerably. Now, what I said about 
the roll-back—that is a temporary situation. A roll-back for the 
long pull is bound to reduce production. It can’t help but reduce it. 

Senator Bricker. Everybody has testified to that, including the 
Secretary of Agriculture. The only one that testified the other way 
was Mr. DiSalle, as I remember. 

Mr. Smitn. There is just one other observation I would like to 
make, and I think it is so important that we keep our thinking straight 
on it. What is the purpose of price control? It is to hold down the 
prices. In the final analysis, there is no reason for price control 
unless it will hold prices below the level at which people are willing 
to buy the total quantity. Now, if that is correct, then you need 
rationing just as soon as you need price control. We are going to 
find by next week that the distribution of meat is such that vou will 
start to get your first demands for rationing. 

Because, bear in mind: You take our own example. The little 
town of Laconia, N. H., is a case in point. Swift has the only branch 
house up there. How much beef do you think we could give Laconia 
out of a slaughter of 277 cattle in Chicago? Our slaughter was down 
to 20,000. That compares witn 45,500. We are the only packer in 
that little town. They are going to be short of beef next week. 

Representative Rains. 1 might agree with you about the future 
rol!-backs, but that does not answer the question we want to ask 
about what happened to cattle now. Because 1 know in 1 week 
they did not get short. That is what we would like to know. 

Mr. Smirx. You would like to know what caused the change last 
week? I think that is just a question of many people in the country 
not wanting to go in for the first week. 
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Representative Rains. Do you think it will come back stronger 
next week? 

Mr. Sir. It will come back somewhat stronger. Now, I am 
not sure the cattle will go to those packers who regularly distribute 
meat. 

Senator Bricker. That brings me to a question I cannot possibly 
. understand, and that is in regard to quotas. You are limited to first 
90 percent and then 80 percent of your quotas for 1950 slaughtering. 
Now, there is more beef at the present time in the country than ever 
before. Evidently people want more meat than they have ever 
wanted, because they have been paying higher prices for it. And 
the slaughbterers are ready and willing to do slaughtering in the normal 
channels of trade. What was back of the quota order of OPS? It 
does not make sense to me. 

Mr. Sairn. Well, Senator, [ had nothing to do with the writing 
of it. 

Senator Bricker. Has anybody given you a logical explanation 
of the reason for it? 

Mr. Situ. It seems to me it is rather logical. 

Senator Bricker. How is it? What is the logic? 

Mr. Smiru. It seems to me that if OPS wanted to maintain a 
normal pattern of distribution they would then need to see to it that 
those people who have in the past distributed the meat would get the 
cattle. 

Now, I do not believe that they are frozen to that 80 percent. 
And wait a minute. I believe we have proof of that on hogs. They 
increased quotas last month on hogs to points, did they not? I 
believe they did. Yes. In other words, they start out with 80 
percent. And if they found by, oh, the third week of a month that 
the slaughter could be heavier than that—— 

Senator Capenart. What is to be gained by reducing the number 
of cattle and hogs that you can slaughter? 

Mr. Situ. Just to try to keep livestock in the channels through 
which it customarily flows. 

Senator Bricker. What about these new slaughterhouses that you 
have opened up? 

Mr. Smiru. I do not know about those. 

Last week, we had a heavier slaughter in certain areas than a vear 
ago. I don't know how it could be done. 

Senator Carpenart. How does reducing the number that you can 
slaughter keep it in the regular channels? 

Mr. Sairn. | believe you will agree that it will tend to end that. 
That is, it may slow up somewhat and make room for someone else. 

Senator CapenArt. Of course, if they do not go into the black 
market, and providing they do not license a lot of new slaughterers 
and providing that they do not increase the slaughter quota. 

Mr. Smiru. Permit me, if you will, to finish that one thought that 
I was led away from. 

Last week, according to our receipts in Chicago, the slaughter in 
Chicago should have been over 11,000. It was around 9,500. All 
right. The previous week the receipt figures indicated the slaughter 
should have been about 17,000 in Chicago. The slaughter was 18,000. 
Those were cattle that didn’t come through the yards. The figures 
already indicate that about 1,500 cattle last week disappeared from 
Federal inspected slaughter out of the Chicago receipts. 





482 DEFENSE PRODUCTION ACT 


Senator Bricker. That means black market. 

Mr. Sairu. I can’t prove that, except just by figures. But we 
learned to respect those figures during OPA. 

Senator Ropertson. Mr. Chairman, I think during OPA days 
they licensed 26,000 new slaughterers. Up to this time, OPS has not 
licensed any new slaughterers. Their theory was that if they did not 
license any new slaughterers, and held the established slaughterers to 
a certain percentage of their previous normal slaughter, cattle would 
have to move to market in an orderly way, and through established 
channels. Is that not the theory of it? 

Mr. Situ. I believe that is the theory. 

Senator Roperrson. Well, if thev have not licensed any new slaugh- 
terers, and they have not moved through established channels, but 
they have moved, they went somewhere else. 

Mr. Smuiru. Yes. 

Senator Ropertson. You cannot get away from that. 

Mr. Smrtru. Now, could I add one more sentence, and then I promise 
not to talk any more. 

L appreciate, oh how I appreciate, the problem that you gentlemen 
face on this question of controls. But is it absolutely necessary to 
control something, meat? Something that we learned during OPA 
could not be controlled? If we have learned that something cannot 
be controlled, that it finally breaks down completely and reaches the 
point where it is the laughing stock of the people, must we go through 
that again? 

Representative Rains. The only example you have of that is hogs 
under OPA, is it not? 

Mr. Surrxa. Under OPA I remember we had several weeks where 
36 plants of Swift & Co. slaughtered under 7,000 cattle in a week, at 
all plants. We lost all of our business, practically speaking. That 
is what we went through before. 

The CHarrmMan. I remember what you went through last time. I 
was on this committee. 

Mr. Sairu. Now, I appreciaie that that puts you gentlemen on 
the spot. 

The CuairmMan. But the proposition we are up against is that as 
controls affect you, they affect other basic agricultural commodities 
and industries. 

Mr. Suriru. That is right. 

The CHarrmMan. What we want to do is to see if we can get a little 
light on what we can do to be of some assistance. 

Senator Capenart. I heard over the radio the other night that you 
were the Beef Trust, that you controlled the beef production in 
America, that you controlled the prices. 

The CuarrmMan. Of course, that is nonsense. 

Senator Capenart. That you controlled the farmers, and that you 


handled all the beef. Now, I want to ask this question. I want to 





get the record straight, here. Because I have the earnings figures for 
1950 before me of Armour, Swift, Wilson, and Cudahy, and you are 
all here, are you not? All except Cudahy. Armour & Co. did 
$1,860,000,000 worth of business, and after taxes only made $19 
million. Where is the Armour man? 

The Cuarrman. Mr. Mackey. 

Mr. Mackey. Right here. 
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Senator Carrenarr. I want to look at somebody that made 1.02 
percent on their total volume. 

Representative Parman. Does that include all their operations? 

Mr. Mackey. Yes. 

Senator Carrnarr. Swift & Co. did $2,215,000,000 worth of busi- 
ness and made a net profit after taxes of $16 million, or 0.72 percent 
on their total sales of $2,215,000,000. 

Wilson & Co. do not have anything to be proud of either. You did 
$709,000,000 worth of business and made $4,300,000 after taxes, or 
0.61 percent. And Cudahy, who are not here, did $583,000,000 
worth of business and only made $3,000,000, or 0.51 after taxes. 

Now, I don’t understand it. I also have the figures here some 
place where, for example, Chrysler Corp. did $2,191,000,000. That is 
about the same amount of money that Swift did. And they made 
$127 million, while you were making $19 million. What is wrong with 
the meat industry? 

Mr. Sir. It is just simply a narrow margin business. It always 
has been. 

Senator Carpenart. Well, if vou control this market, you big pack- 
ers, why do you not buy your livestock at a price and sell it at a price 
at which you make at least as much profit as does General Motors and 
du Pont and Chrysler and the rest of them? 

Representative Brown. What is the capital stock of these com- 
panies—not how much money they spend? What do they pay the 
stockholders? 

Senator Capenarr. I do not know, but I am just taking the net 
profit they make on their savings. 

Representative Brown. But if their capital stock is not so much, 
their stockholders must get a pretty good sum. 

Mr. Smiru. I would like to answer that for Swift & Co. Swift « 
Co. have a capital stock of $150 million. We earned per share $2.73, 
and we paid the stockholders $2.75 per share. 

Representative Brown. What is your stock worth? 

Mr. Smirn. The last time I looked at it, it was around 32 or 33. 

Representative Brown. That is a pretty good return, is it not? 

Mr. Smrrnu. Yes, that is a fair return, but it is not high as com- 
pared with all stocks. 

Senator Caprenarr. Well, gentlemen, if Armour & Co. made $19 
million on $1,860,000,000 worth of business, if they had made no 
profit whatsoever or had sold the merchandise at exactly what it cost 
them, you would only have been able to have reduced that price to 
the American public, the buying public, by $19 million, out of nearly 
$2 billion of sales. 

Representative Rains. Mr. Chairman, may I ask a question there? 

How many merchants or commission merchants or order buyers 
make some profit on cattle from the farmer before it gets to your 
hands. 

Mr. Smirn. Oh, that is a most difficult question to answer. 

Representative Rains. As a matter of fact, the high profits are 
made between the farmer and you. That is it, in plain English, 
is it not? 

Mr. Smrru. No. By far the big end of all cattle go from the original 
owner to the commission. And the commission man gets a very 
small commission out of it. That is all. 
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Representative Rains. One thing I have never been able to under- 
stand is the difference in the cost of meat or any other agricultural 
products from the time the farmer sells it until the consumer gets it. 
If you do not get it, who does? 

Mr. Smirn. Well, that is a long, long subject to get into. But do 
bear in mind that in the first place the average yield of beef on all of 
the cattle that Swift slaughtered last year was about 55 percent. 
That is all of the carcass meat there is in the live animals. 

Representative Rarns. Including the byproducts? 

Mr. Smrrn. It is a fact that we get an additional 20 percent of 
byproducts, a fair share of which are not worth anything like the live 
cost. Now, then, after saying that, then you have the question of the 
various cuts that you get out of that carcass. J was quite interested 
in a discussion that I heard in one of the committees here a few weeks 
ago about someone making the point that round steak was so very 
high. 

Representative Rarns. That is right. 

Mr. Sairn. It is very high. That is right. But we must bear in 
mind that of all cattle that come to market, the rounds will average 
about 15 percent of the live weight, and only about half of that is 
round steak. So there is only so much round steak. 

Now, where people complain about OPS prices being higher, there 
again one must appreciate some of the peculiarities of our business. 
What OPS did was to try to give the man who buys the low-price 
cuts of good grade, and put it on the higher price cuts. In Chicago, 
when controls came on, the going price on hamburger was 89 cents 
a pound. 

The CHatrman. Well, now, Mr. Smith, if I may interrupt, the 
Congressman was talking about hamburger. When you were here 
sometime ago you were talking about sausages, and you thought that 
it ought to be sort of relaxed, or the order changed. That ts right, 
is it not? 

Mr. Sairu. I did not mention sausages, myself. 

The CHatrMAN. Sausages and those things. 

Senator Bricker. They did raise the price of hamburger yesterday. 

The Caarrman. I understood that. 

You asked for a refund on hamburger, or you suggested it. 

Mr. Smiru. Oh, no; I did not. 

The Cuarrman. I thought you did. Well, what was done with 
hamburger yesterday? 

Mr. Smirn. Hamburger was selling at Chicago at 89 cents. OPS 
made the price 69, as I remember. That is approximately correct. 
Now, what did they do with loin steaks? They raised loi steaks. 
Most loin steaks were selling in Chicago at under a dollar. Why? 
Because they could not get any more than that. And most loin 
steaks were selling at sales, because your loins would accumulate. 
And after you accumulate so many, what could you do with them? 
You have to sell them at whatever they bring? 

The CaatrMan. Congressman Brown? 

Representative Brown. Gentlemen, I do not know any of you 
except Judge Montague. I have the greatest respect for the judge. 

I am going to appeal to you gentlemen on one line. We have 
inflation. You fellows must belp us. I want to tell you now that 
if we do not have some control on prices and on wages, we are sunk. 
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I suppose T have been as much against controls as probably any 
man in Congress, but I have come to the conclusion that when the 
dollar is not worth more than 54 cents now, when we begin to spend 
billions for national defense in the fall, with the impact on our economy, 
without controls on prices and wages the dojlar within 18 months 
will be worth probably less than 10 cents unless inflation is halted 
where it is. 

The CuarrmMan. You are right. 

Representative Brown. Now, I do not want to put you fellows out 
of business. But you ought to come across and not be against all 
controls. The farm groups, the Chamber of Commerce of the United 
States, and all who appeared for controls across the board last summer 
should not take the stand against all controls on prices and wages 
because if we do not stop inflation somewhere we are gone. 

I know that full production is the best weapon against inflation. I 
do not want to tie you down, or anybody else, so that you will not 
get full production. 

Now, it is my understanding that you fellows can live under a 10- 
percent roll-back. I do not believe in rojl-backs if at all possible to 
avoid. It probably was a mistake in not putting on controls long 
ago on many commodities. That is water over the dam. Now we 
must stop inflation somewhere or we are sunk. You fellows should 
realize that. 

Now, it is my understanding that you fellows and the cattle growers 
and feeders could stay in business with the existing 10-percent roll- 
back but could not stand further roll-backs. The consumer would 
get some benefit from the present 10-percent roll-back, and certainly 
it is preferable to not having any control on prices and wages and 
allowing inflation to go up and up. 

The thing that bothers me is this. It has been testified time after 
time that beef is selling to the consumer for 152 percent of parity. 
I have done my best to find out who is getting all of this profit. I 
have been unable to do it. Of course, that is a pretty good price. 
Somebody is getting too much. 

The members of my committee, the Banking and Currency Com- 
mittee of the House, and those in the Senate, would like to know who 
is getting most of this profit. If you are really getting 152 percent 
of real parity, somebody is getting too much profit. Help us find 
out who it is. 

Yet, at the same time, I want you to make a profit. I want every- 
body to make a profit. Unless you give incentive, you can not have 
production. But it is up to you businessmen to go along and help us. 
It is not helpful just to stand back and say, ‘We do not want any- 
thing.”” You know as well as I do that after we spend these billions, 
your dollar is going to be worth less. Mr. Johnston, Administrator 
of the ESA, and Mr. Wilson, Director of Defense Mobilization, 
testified that we may have to spend 75 to 80 billion dollars in the 
next year or two. 

When I asked the gentleman who appeared for the Chamber of 
Commerce of the United States, what his solution was to halt in- 
flation he said: ‘Credit control.” I replied: ‘‘We have credit control 
to a certain extent now.”’ In addition he replied: ‘‘More taxes and 
pay as you go.” I asked him this question: ‘‘What particular seg- 
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ment of business would tax more and how much would you raise the 
taxes?” 

This is no solution to the problem. 

Now, the Ways and Means committee has been investigating and 
looking around everywhere trying to find things to be taxed in order 
to raise some 6 or 7 billion dollars, and they certainly have had a very 
difficult task. 

Supply and demand in normal times will give justice to our people 
but these certainly are not normal times now. 

Do not stand back and just say ‘No control will work”, but give 
us a real suggestion to help solve the problem. Your dollar in my 
opinion, will be worth less than 25 cents 12 months from now if we 
do not have any control on prices and on wages. I take the position 
it must be on wages as well as prices. 

I think we should work out something that will be fair to everybody, 
and at the same time give a profit to the producer and a fair wage to 
the worker. We are spending more money than we have ever spent 
before in preparing for national defense and the spending is as great 
as if we were in all-out war. 

The CHarrMANn. Mr. Moore, you want to answer that? 

Mr. Moore. Congressman Brown, did I understand you to say we 
can live with the 10 percent roll-back as packers? 

Representative Brown. I did not say that, but a great many of the 
people said they would be satisfied with the 10 percent roll-back. If 
you will pardon me, I think most of the members on our committee 
think the packers are the people who are mainly fighting all roll-backs. 
That is the reason I want to know who is getting the 152 percent of 
parity. 

Mr. Moore. Can I clear this up for vou, sir? Dollars and cents 
hasn’t a thing te do with the straits we find ourselves in today as far 
as killing cattle is concerned. We are bound by the compliance 
regulation. It does not have anything to do, as far as we are con- 
cerned, with any 10 percent roll-back on the live cattle. We keep 
talking about a 10 percent roll-back here on live cattle, but the figures 
I have examined from all the packers would indicate that all of us 
who are operating legally have not been able to buy those cattle 
underneath the 10 percent roll-back. 

Representative Brown. If you will pardon me, I understand most 
of the cattle producers and feeders are fairly well satisfied with the 
first 10 percent roll-backs but are against other roll-backs. Now 
what is the matter with you packers? 

Mr. Moore. Congressman, I assure you I happen to be with John 
Morrell & Co. We were miserably misquoted in the press that we 
closed our beef plants. That is not true. We are trying to operate 
at all of our beef plants. 

I can give you a picture. At Ottumwa, Iowa, we have divided the 
entire State into 12 verriteries. We have i2 cactle buyers assigned 
to all 12 territories. We are combing the entire country with orders 
to bid all out at the full compliance level. 

Furthermore, on all these past weeks we have had our orders in the 
Kansas City, Omaha, and Sioux City, and all of our order buyers will 
testify to that. Therefore, we are not only combing our entire State 
but we are reaching out to the public markets. 

Representative Brown. That is all right. 
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Let me ask you a question there. I do not know whether it is true 
or not, but the evidence before our committee is that the consumers 
are paying 152 percent of parity for beef. Somebody is getting too 
cite profit. 

Nobody has ever explained to our committee. Who is getting it? 

Representative GamMsBLe. Mr. Chairman, may I ask a question? 

The Cuairman. Mr. Brown has the floor. 

Representative GamBue. I thought he was through. 

The CHatrrMAN, Are you through? 

Representative Brown. Yes. 

The Cuarrman. Who is getting the 152 percent? That is what I 
want to know. 

Representative GamsBie. That is the question I want to ask, if 
I may. 

The Cuatrman. That is simple to solve. 

It is not the same as in the case of cotton. Nobody is getting any 
cotton because there is not any cotton. But there is some cattle. 

Representative GamBLe. May I continue to ask my question? 

Talking about 152 percent of parity, | understand cattle never came 
under the parity law. I would like to have Judge Montague state 
here what he told the Banking and Currency Committee of the House, 
because I think it is rather historical. 

Mr. Montague. I would be very glad to do that, if the committee 
wishes. 

The Cuarrman. What is this now? 

Representative Gamspie. He was just going to explain this parity. 

The CuarrmMan. We could discuss this a long time as to parity, 
but you tell us who is getting the 152 percent. 

Mr. Montacue. Well, nobody, because that is not true, and the 
OPS figure on that is not correct, with reference to cattle. 

The Cuatrrman. Who makes the figures on cattle? Does the 
Department of Agricu'ture do it? 

Mr. Monracue. I do not know. You go down to the Department 
of Agriculture now and you go to their Chief Statistician. 

The Cuarrman. Who is he. 

Mr. Monracve. Mr. C. A. Burmeister. He is in the livestock and 
he will show you the figures on parity, using the formula that is the 
formula that the OPS is supposed to use. 

Actually, the cattle were setting at about 133, 134 percent of parity 
instead of 152, and the amounts of roll-back will reduce cattle sub- 
stantially below pre-Korean prices. And to that extent there is 
absolute violation of the law that was passed by you gentlemen. 

The CuarrMan. Do you say that with two additional roll-backs 
the prices will be below pre-Korea? 

Mr. MonraGue. Yes. 

The Cuatrman. Do you have any figures on that? 

Mr. Monracve. Yes, sir. I do not have them here with me. 

The CHarrmMan. We would like them for the record. 

Mr. Monracvue. I will get them for you. J would be very glad to 
furnish them. 

Senator Moopvy. Mr. Chairman, may I ask a question at that 
point? 

If that is true, if vour cattle prices would be below pre-Korean 
prices and if they are down that far, why are the consumers’ prices 
so high now? That is what we would like to have explained. 


. 
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Mr. Monracue. I cannot give you the answer. 

I would like to discuss this parity question. I think it is about the 
unfairest thing that is being said with reference to this whole meat 
proposition. 

In the first place, a great many of you have already discussed it with 
us, and I would like to say to you again the parity formula was 
evolved by the Congress as a medium for the purpose of administering 
the price-control law. 

The CuHarrMan. Judge, pardon me. 

Representative Rains. That was not the purpose at all. 

Mr. Monracue. That was one of the fundamental purposes. 
Allow me to develop that. 

The Cuarrman. The Members of the Congress know when we 
passed the law. The law was passed even before it came here, that 
was before World War II. 

Mr. Montacue. That was before World War II. 

The CuarrMan. Certainly. But we did not set up any parity. 

Mr. Montacue. You set up support. 

The CuarrMan. This is price control. 

Mr. Monracvue. I am right about it. 

The CuarrMan. I want the record to be correct that we never 
passed any parity law for price control; we did for price support, 
way back in the twenties. 

Mr. Montacue. That is what I said, price-support law. I did not 
say price control. I said price support. 

The CuHarrman. You said price control, Judge. 

Mr. Monracue. I beg your pardon. It was a price-support law. 
It was a law to administer price support. 

The CHarrmMan. We know that. 

Mr. Montacue. Now I want to go a little further than that. 

Mr. Brown, I think it was you that was present, and possibly Mr. 
Patman was present when in 1942 Henry Steagall, as chairman of the 
Banking and Currency Committee of the House, was preparing the 
Steagall amendment that added a great many other commodities to 
the five or six basic commodities. 

The CuarrmMan. That is right. I was on the committee at that 
time, and Senator Bankhead. We are familiar with all that. 

But we want to know about the price of cattle. 

Representative Parman. That was 110 percent of parity. 

Mr. Monracue. The figure does not amount to anything, but 
I want to bring out this point: Mr. Steagall was always there, and 
I was under the impression you gentlemen were present. I did not 
know too many Members of the Congress at that time. I was not 
so well acquainted here. But I think both Mr. Brown and Mr. 
Patman were present. 

Representative Parman. I was there, 1 know. 

Mr. Montaaue. And I was asked, as a representative of the cattle 
industry, whether or not we wanted livestock cattle, live cattle, 
placed under that as a Steagall basic commodity, as one of the com- 
modities to have a price support under the Steagall amendment. 
We had opposed it every time the proposition had been made to us 
before that over a period of years. Every time that the proposition 
had been made that the cattle be given a price support we have 
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opposed it because we did aot think controls could work in our cattle 
ri ta 

When the preposition was made to me—and these two gentlemen 
I am very sure were present, and the chairman says he was present——— 

The CuHarrMan. I was on the Senate committee with Senator 
Bankhead, who handled the amendment when it came up. 

Mr. Monraaue. | told Mr. Steagall then 1 was sure we did not 
want to come under the Steagall basic commodities, we did not want 
a Steagall support price, but I would call the industry and take it up 
with them. And I did. And we had meetings with the various 
boards of directors of different organizations and consulted with the 
industry rather extensively. 

And I came back to Mr. Steagall and I think Mr. Wolcott was with 
him, but I am not positive of that. There were several there. I told 
him, “‘No; the industry does not want to be classified as a basic com- 
modity even under your amendment.”’ 

Representative Brown. That was the time nonbasic commodities 
were given a floor similar to basic commodities. 

Mr. Monracus. No, sir. We have never had any floor yet. From 
the time that God created the first cow, we have never had a floor, 
not to this good day, Mr. Brown. We declined invitations to come 
in under the Steagall amendment. 

Representative Brown. Everybody else did, 1 understand. 

Mr. Monracve. Cattle were never given support. 

Representative Brown. I said everybody else did. 

Mr. Monracvue. | respectfully have to beg your pardon, Mr. 
Brown, but cattle were never given a floor. 

Representative Brown. | said everything else. I would rather 
trust your recollection than mine. 

The CHarrMan. Apples were also kept out. I remember that 
very well. 

That has nothing to do with the high price of beef today. 

Mr. Montacue. Mr. Gamble asked me to discuss the parity 
proposition, and I would like to do it, because it is an unfair concept 
that is being scattered over the country. 

Here is the reason: When the basic years from 1909 to 1914 were 
selected, at that time the feeding industry in the livestock and meat 
industry had not developed to the high, generally used, scientific 
point that it now occupies. When that ridiculously low figure of 
5.43 was established as the parity price for cattle, from the period of 
1909 to 1914, that figure was arrived at by taking an average of the 
price that cattle had brought during those years when the very, very 
high percentage of the cattle that had been sold during that time 
had never seen a feed lot, had never tasted grain or cottonseed cake, 
and the meat industry was so different from what it is now. It was 
an average of low-priced cattle. 

Since that time the industry has undergone a complete meta- 
morphosis with reference to the feeding industry. Now instead of 
practically none of the cattle being fed, a very high percentage of the 
cattle are fed grain or some other supplement and fattened and 
brought down to much better condition, and this is a much higher 
grade of meat on the market today than there was then. 

Representative Brown. When was parity revised for cattle? 
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Mr. Monracue. It is now 1941 to 1951. 

Representative Brown. I remember you made a fight and we 
revised it. 

Mr. Monracue. And if you compare the figures today on that, it is 
7.2 as the parity figure for cattle; which, Mr. Brown, is just a ridiculous 
figure to think of. 

Representative Brown. Of course, I do not know. The whole 
country is talking about beef bringing 152 percent of parity. We 
want that explained. 

Mr. Monracve. 7.2 is their new theory of cattle parity, and the 
proposition I was laying out was that the industry has undergone a 
complete change. It has even undergone a very heavy change in the 
last 10 years. There is a much higher percentage of cattle being fed 
now than there was then, even 10 vears ago. 

I believe the figures show that the percentage of feed steers along 
the market even today runs around 56, 58 percent; which is just many, 
many times more than it was in 1909-14, and is higher than at any 
previous time. 

The figure now would be based on high-priced cattle, but the parity 
figure was based on an average of low-grade cattle. So that is an 
unfair feature when taking parity into consideration with reference to 
cattle. 

Senator Carenarr. Judge, if you will yield, I want to ask this ques- 
tion: 

Il think we all understand the parity. Whether it is fair or is not, 
we have it with us. But the point here is that you gentlemen at the 
table are representing the packers. The problem that you are facing 
today—and that problem is going to be passed on to the housewife 
and the consumer—is that you are not able to get the cattle. Is it 
not a fact that you do not care whether you pay 20 cents a pound for 
cattle or 30 cents a pound? That is not a problem. 

Representative Brown. You are mistaken. He represents the 
producers. 

Senator Carpenarr. I know you represent the producers, but Con- 
gressman Brown a moment ago was blaming the packers. Well, you 
are not complaining about the price. You do not care whether the 
price is 20 cents or 25 cents or 30 cents. 

Representative Brown. I beg your pardon. I am not blaming 
anybody. I want to know. If 152 percent of parity is paid, I want 
it reduced. Somebody is charging the consumer too much money 
under present conditions. 

Senator Capenart. Mr. Brown, these gentlemen here have nothing 
to do with the price they pay the farmer. Their problem is this: 

Again I want to repeat, if 1 understand your problem correctly, it 
is not one of whether you pay 30 cents a pound for cattle or 40 cents a 
pound or 20 cents a pound; it is whether or not, under price control 
as we have it today, you are going to be able to buy sufficient cattle to 
keep your plants operating to supply the American people with beef. 

I just wanted to get the record straight. The problem seems to 
be whether or not we are going to get cattle. 

Mr. Monraaue. If I may, I would like to comment on Mr. Brown's 
question a little, Mr. Chairman. 

He asked if we will produce. I think the record says we will, 

and we are going to, and we are producing. During the last year, 
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under conditions existing them, we raised our production around 4 
million head, the ulation of cattle in the United States. A very 
high pesoentege of that increased population was breeding heifers. — 
e Department of Agriculture ees show that if that trend 
would be kept up as it had been followed in the last 2 years, that by 
1955 we would have at least 95 million head of cattle and possibly up 
close to 100 million head of cattle by 1955, if the trend would be 
allowed to be kept up as it had been doing for the last 2 years. 

Now, we did that under conditions where the demand was ver 
high. That was the natural response of production to demand. We 
were keeping that up, we were doing a good job of it. 

Now, I do not care how many cattle we kill, how many cattle we 
raise. We are going to keep on raising cattle. We have land that 
we cannot do anything else with. We have to raise cattle—the people 
I represent. 

Representative Brown. Will you pardon me right there? 

Mr. Monvaave. Yes, sir. 

Representative Brown. I want to help you get production. What 
do you have to offer? Do you mean to say you cannot produce 
under any kind of control? If you can produce under any kind of 
control, what price would it take to get meat to the consumer, allowing 
you a fair profit? That is what I am trying to find out. 

Mr. Montacue. Mir. Brown, I bave studied the Defense Produc- 
tion Act pretty closely. I was here, I saw the Congress pass it. I 
never said one word with reference to it at that time. 

Representative Brown. I remember that. 

Mr. Monracue. I| talked with you a time or two about it, but I 
did not say a word about it. But I saw and heard the Congress 
write into that bill two provisions that I thought were most significant, 
and I still think they are weightily significant. The first provision 
is written into that bill that no price controls shall be imposed that will 
materially diminish production in that industry. 

Representative Brown. I am still for that. 

Mr. Montacue. The second provision that I have in mind, that I 
think is of high significance. is this statement in the bill: That no 
price controls shall be imposed on an industry unless it is feasible and 
practicable to administer price control within that industry. 

And I thought last summer, and I still think it is true, that at the 
time the Congress wrote that provision in the bill they had a very 
vivid and distinct memory of what happened from 1944, possibly 1945, 
possibly 1946, that the Congress had in mind in this industry that it 
was an industry where it is not feasible or practicable to administer 
price control. 

Representative Brown. I will say this to you: Unless we can find 
— feasible way to control meat there is no use to have any control 
at a 

Mr. Monraaue. Well, Mr. Brown, all I know is from experience, 
That is a pretty worthy teacher. 

Representative Brown. I have great respect for you, Judge Mon- 
tague, and I admit I know very little about the production of beef 
compared to what you know. 

Senator Ropertson. I might throw in this observation: When 
they started freezing, some in OPS wanted to put a price on lumber, 
but there was some very able lumbermen in the advisory committee 
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and they advised strongly against it. They did not put any price on 
lumber and the price of lumber has gone down. 

Mr. MontaGue. Senator Robertson, I feel convinced that this is 
true: That if the trends toward increased production would be allowed 
to proceed as it has been going on for 2 years and if that production 
would rise to the 95 million and even close to the 100 million head of 
cattle, with a high percentage of them beef cattle, by 1955 there would 
be, according to the figures the Department of Agriculture has, there 
would be at least 165 pounds per capita beef in the United States; 
which is far and above anything that we have ever had. I think that 
undoubtedly by that time there would be a very substantial decrease 
in the price of beef. 

Senator Bricker. Mr. Chairman, may I ask a question? 

The CHarrMaAN. You certainly may. 

Senator Bricker. Judge, a while ago you said that the figure of 
152 percent of parity is not an accurate figure. Now, Mr. DiSalle 
used it. It has been used by members of this committee. It has 
been taken almost as an axiom that beef is selling now on the market 
at 152 percent of parity to the farmer. The press has used it generally, 
and the public believes it. 

Will you explain now a little bit further how that is not true? 

Mr. Monracue. I did not bring those figures up here because I 
really did not expect that type of questioning tonight, but I will be 
glad to furnish it for you. ad them worked out for me. 

Senator Bricker. That has had as much to do with bringing pres- 
sure on meat prices as anything else. 

Mr. Montacue. You break down the various grades of cattle that 
there are, and that will show you that the price of steers from which 
most of the beef comes is 135 or 136 percent of parity instead of 152, 
and that when you apply these roll-backs to it, it is going to be sub- 
stantially below what it was in pre-Korean time. 

Senator Bricker. That violates the law. 

Mr. Monraaue. Certainly it does. But, Senator Bricker, the 
CPR 23 itself expressly states on its first page that cattle were selling 
at 137 percent of parity at the time of the outbreak of the Korean 
War and that after these roll-backs it is the purpose of the Office of 
Price Stabilization to have them selling at 120 to 125 percent of 
parity. 

The CHarrRMAN. Judge, we appreciate your statements. Of course, 
I know that, as you say, you are going to furnish us these figures. 
But if the price is below pre-Korea, that means the law gives the 
packers or anybody else the right to stop such a law. I know it 
takes a long time for anybody to go through the courts, but I cannot 
understand why somebody does not bring a suit against the OPS if 
it will put you down below pre-Korea. 

Senator Bricker. The courts threw it out because it was not 
brought by the right parties. 

The Cuarrman. The right parties ought to bring it. All I want 
to say is that this committee wants justice done to them. We come 
to a situation here where they are going to put the cattle people or 
the slaughterers or the packers below pre-Korea. That is entirely 
against the law. 

Mr. Haynie, did you want to say something? 
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Mr. Haynie. Just to get the answer straight, the CPR 23 specifi- 
cally says the average price paid to farmers for beef cattle as of June 
25, 1950, was 137 percent of parity. On the next page it says that 
the reported price will be 120 percent of parity—lI think it is—for the 
price on October 1 would definitely be below the price on June 15, 
1950, according to their own calculations. 

The CuarrmMan. That is against the law. 

Mr. Haynig. Now, parity is determined on the basis of the average 
price of cattle. 

The CuatrMan. But parity goes beyond. The law says roll-backs 
have a period from May 24 to June 24 for parity. You take the 
highest of each. 

Senator Bricker. Whichever is the higher. 

Mr. Haynie. It says right here: 

While those after September won't reflect approximately 120 to 125 percent of 
parity. 

So in the same regulation it states that on June 15 there was 137 
and on October 1 it will be 120 to 125 percent. 

Now I would like to say one word, if I might, to Congressman 
Brown. 

The Cuarrman. The OPS says that it was higher than it was then, 

Mr. Haynie. It is now or will be after the roll-backs. 

The Cuarrman. After the roll-backs. 

Mr. Haynie. I am reading from regulation No. 23. The first 
column says the average price on June 15, 1950, was 137 percent of 
parity. In the third column it says: 


While those after September will reflect approximately 120 to 125 percent of 
parity. 

The Cuarrman. Did parity advance in beef? 

Mr. Haynie. Not to my knowledge; no, sir. 

Representative Brown. Is that parity as of September of this year? 

Mr. Haynie. Yes, sir; after the roll-back. After September; yes, 
sir. 
win reflects to January 15. According to their calculation, it would 

141. 

Might I at this time say something? 

Con man Brown, you issued an invitation, I think, to the pack- 
ing industry to get in and produce and get in behind the economy 
and produce meat. Our business ‘is the Bayi and slaughtering of 
cattle and the production of meat. Our complaint and our biggest 
difficulty in the past week has been that we have not been able to 
purchase those cattle. 

I started to dwell on that earlier. 

According to Department of Agriculture figures, Prime cattle in 
Chicago are selling at 92 cents over OPS price, Choice are selling at 
$1.56, Good are selling at $2.04, Commercial are selling at $3.64, 
Utilities are selling at $6.29. 

Now, those are not my figures; those are the Department of Agri- 
culture figures. 

And here are the figures that Wilson & Co. can pay for live cattle 
at any plant that they have in the United States, and I say this to 
show that we are in good faith: We can kill, under our quota, from 
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12,000 to 13,000 cattle at both plants. We will take anybody that 
wants to deliver to us, we will take that number of cattle and kill 
them at these prices, and there they are. Every buyer that works 
for Wilson carries this card and orders to buy cattle in compliance 
with the law, as we will take all the cattle the law permits us in com- 
pliance with that. That is our evidence of good faith. If we can get 
the cattle we will produce them. 

Representative Brown. I understand the producers are willing to 
take the first 10 percent roll-back but not the other. 

The Cuarrman. Congressman Talle. 

Representative Tatts. Mr. Chairman, I do not know how long 
we will continue. I will stay all night, if necessary. I just want 
to make one suggestion. Before we leave here, I would like to have 
from each gentleman representing the. industry a suggestion as to 
what the watchdog committee might do to improve the situation. 

The Cuairman. I think you are absolutely correct. 

I might say, as chairman of the committee, that I appreciate very 
much that you gentlemen have come here, because, as chairman of 
the committee, | requested you to come here. You are our guests. 

Nobody asked me to come here, but I think I am trying to figure 
out in my mind, as many of the members of this committee are 
trying to figure out—and I trust you understand my position as 
chairman of the committee that here we are faced with a control bill 
that is going to end on June 30 and here we are faced with these 
figures that have been brought out by Congressman Brown and others, 
of this tremendous expenditure that is going to come up. I try to be 
practical. We want to do what is right. As the Congressman sug- 
gests, you could give us some suggestions. 

I might be wrong in this and I know you all will hope I am wrong, 
but, in my judgment, if you ever try to exempt any one thing out of 
the control bill, title IV, or what have you, it will never end with one 
exception. You will either have a control bill or you will not. There 
is no use to kid ourselves. 

So we would like to get some good advice. 

I want to express my deep appreciation to each of you for taking the 
trouble to come here to give us your views. But I just do not think 
you can exempt beef or hogs or any one thing. If you are going to pass 
a law you are going to have to pass a law for wages, as Congressman 
Brown pointed out, and everything else. You are either going to have 
it or not. If you do not have any such title IV, it is anybody’s guess 
as to what will happen. Some people think of a 25-cent dollar, some 

eople think of a 10-cent dollar, some people think you are going to 
i even a better dollar than now. 

I think Congress is not going to take the chance of not having any 
law at all when you spend 75 or 80 billion dollars. 

I may be wrong in my own mind on OPS, but I do think you gentle- 
men might start right down the line and give us some constructive 
thinking. You might tell us what we can do to help you, because that 
is what we want to do. We do not want to punish anybody. On the 
other hand, do not presume, like so many people who have come here, 
to do away with everything. 

I just wanted to make that statement. If 1 am wrong I would like 
to be corrected by somebody. 

Senator Moody. 





DEFENSE PRODUCTION ACT 495 


Senator Moopy. I am not on the ‘“‘watchdog committee,’ but I 
would appreciate asking one question. 

I do not know where you got your figures, Judge Montague, but 
we have here in the hearings, on page 692, a table which cites its 
source the Bureau of Agricultural excevanstie, and it does strike the 
parities here right down the line. It ends up in April 1951 at 152 
percent of parity. 

Mr. Monracue. That is all grades of cattle thrown together. 

Senator Moopy. Yes. 

Mr. Monrtacus. The point I am making is this, Senator Moody: 
That when you break up cattle by grades, by classes, and take the 
kind of cattle from which you get meat, the prices that those cattle 
are bringing are around 135 percent of parity and not 152. 

Senator Bricker. In other words, the cheap grades were weighted 
at the parity period and the good grades are weighted now. 

Mr. Monracue. That is exactly right. 

Senator Moopy. You do not mean to say they sell cheap grades of 
meat, do you? 

Mr. MontaGue. Yes, sir. 

Representative Brown. The highest grades. 

Senator Moopy. I am not just talking about the highest grades; 
I am talking about all grades. 

Mr. Montacvue. Let me get clear what you mean about the high- 
est grades. One of the gentlemen spoke here about sirloin steaks 
were selling below a dollar when the ceiling price was set at $1.18 or 
$1.32, I believe, because that is all they would bring. Those sirloin 
steaks only came off of a choice animal. 

Now, if you talk about that, that is the highest grade steak. That 
is the highest grade of meat. 

Now, there are some things that you might call the lowest grade of 
meat, that are not cheapest grades. Some of the lower grades are 
selling out of proportion, but, actually, the kind of animals from which 
you get the most meat were not selling at 152 percent of parity but 
around 135. 

Senator Moopy. Apparently all of the cattle being sold were selling 
at 152 percent, or the figures are wrong. 

Mr. Montacue. The general average. 

Senator Moopy. I do not know, sir. I do not have first-hand 
information. 

Mr. Montacue. That is right. The general average is right that 
you have there. But you take the kind of cattle from which you get 

our meat, and they were not selling at that price. That is heifers, 
reeding heifers, cattle of that kind. They were selling way, way 
above what the proportionate price for steers would have been. 

Senator Moopy. Judge, I would just like to ask this one question: 
I came here tonight to sit in on this committee, of which I am not a 
member, because I would like to hear the answers to a few questions. 
One is: Where is the meat? The other is: Why are consumers’ 
prices so high? 

I have not heard the answers to either one of the questions and, as 
Congressman Brown and others have pointed out, this committee 
is not trying to be unfair to anybody. But we do think the prices 
of meat are too high. We think there is plenty of meat in the country, 
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As for me, I see no reason for any starvation at the butcher shop. 
I would like to know where the meat is and why it is so high-priced. 

Mr. Montacue. You say where is the meat? Let us keep this 
distinction in mind: Let us not talk about meat being cattle or cattle 
being meat, because they are two different commodities. I will tell 
you where some cattle are. Then as to why they are not being made 
into meat, I will let you draw your own conclusions about that. 

At the time of these roll-backs—and Mr. Brown says that he under- 
stands that people are willing to get along with a 10 percent roll-back. 
Mr. Brown, we cannot do it. The ps oats show that we cannot. 

Senator Capenart. We are talking about the producers now, not 
the packers. 

Mr. Montacus. I am talking about the producers, because our 
me of production is above the ceiling price that will be allowed 
today. 

The Cuarrman. In other words, you are losing money? 

Mr. MontaGues. We will lose money, yes, sir; with that 10 percent 
roll-back. 

The CuarrmMan. Do you mean the people who bought these cattle 
in January and February? 

Mr. Monraaur. No, sir. I mean the man I represent, who sells 
400-pound calves. He will lose money under this 10 percent roll- 
back. And that 10 percent roll-back will set the figure on his animals 
at 127, 130, and we cannot produce an animal of that type for less 
than about 34 cents. 

Senator Moopy. Judge, there is a statement here by the OPS 
which says that the prices after the last roll-back would be higher 
than the highest average annual price for any year in history prior 
to Korea. Now, where are you losing money on that basis? 

Mr. Monracue. Because the costs of production are higher, 
Senator. 

Senator Moopy. Do you mean to say they are that much higher? 

Mr. Montaavue. Yes, sir. 

Senator Moopy. That you cannot sell for even 137 percent of 

arity? 

7 Mr. Monraaue. Just turn to your statement of facts, the transcript, 
and look at the testimony of Claude McCann. Look at the testi- 
mony of Norman Mosier, Ray Bellamy, or Jack Roche, and those 
figures are taken from actual operations and they are indisputable, 
because they are taken right from the books. 

Senator Moopy. You say you cannot operate at 137 or 152 percent 
of parity with a roll-back, is that right? 

Mr. Monracue. Yes; I say that. And I say that for this reason: 
Because parity really has no relationship to cattle. 

Senator Bricker. I think the suggestion here of the Congressman 
and the chairman is a most excellent one, that we go down the line 
and get some suggestions. 

There is one question I would like to ask the packers before we 
move into that, and that is in regard to the gross income. 

Your gross income includes all byproducts, does it? 

Mr. Situ. Yes, sir. 

Senator Bricker. Is there any evidence yet that we are losing 
hides and glands and byproducts in biochemistry that come from 
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the slaughtered animals that might be going into the black market, 
which we might keep track of? 

Mr. Sirs. We cannot see that yet, but that is what happened. 

Senator Bricker. We are fearful of it again, and I was just wonder- 
ing if there is any evidence of it as yet. 

r. Pau. There has only been one week of compliance. 

The CHarrman. Mr. Paul, would you care to comment on that? 
You have been very close to it. 

Mr. Pau. I want to tell you about our experience. 

I represent the Rath Packing Co., of Waterloo, and we usually 
kill around 3,500 to 4,500 head of cattle a week. Last week we 
killed 743 cattle, and we were lucky to be $221 under compliance. 
We bought them that cheap. 

The CuarrMan. Was that on the whole lot? 

Mr. Pauw. On these 743 cattle. 

I am not talking about bulls. I have a little story on that. That is 
different. That represents 30 cents a head, or 3 cents a hundred. 
If we had bought a cattle at a nickel a hundred or 

The CuatrMan. You would have been in jail. You would have been 
violating the law. 

Mr. Pau. Don’t put me in yet. 

The Cuarrman. I did not mean that. I meant you would have to 
get lower priced cattle, and so forth. 

Mr. Pau. That is right. 

During that same week we killed 79 bulls, and we are $91 out of com- 
liance on the books. So in the next 2 or 3 weeks we have to buy the 
ulls cheaper in order to be in compliance on the bulls. 

The CrarrmMan. Can you comply on all cattle, or do you have 

to separate the bulls from the cows and heifers and steers? 

Mr. Pauw. The bulls are separate; the rest of the cattle are all 
together. 

I want to tell you of an experience our cattle buyers had yesterday 
or the day before. We went out in the country on a bunch of cattle, 
35 head, and we bid 33); on them. Our man was trying to get the 
cattle because we killed just 743, and that was about 25 percent of 
our normal kill. 

By the way, we guarantee 36 hours to our men, and we have to pay 
it whether they work or not. 

We bid 33% cents on those cattle. They were shipped to Chicago 
and brought 36% on 24 and 35.75 on 11. 

Senator Caresarr. In other words, you went to Chicago and were 
not able to buy them and they were sold to somebody else? 

Mr. Pauw. That is right. 

The CrarrmMan. Let us get the record straight. That would be 
above the OPS ceiling, would it not? 

Mr. Paut. Yes. We bid all we could. 

The Cuarrman. In otherwords, you bid practically the ceiling price. 

Mr Paut. That is right. 

The CuarrmMan. You went to Chicago to buy some more. 

Mr. Pau. Quite some more. 

The Cuarrman. You do not know who got them, do you? 

Mr. Pau. No, we do not know who got them. 

They had a bunch of steers that we bid 32 cents on. The man 
divided them and sent them to a sale barn within 50 miles of our 
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home town, and they brought 35 cents a pound at that sale barn. 
Now, I don’t know who bought them. ey went to somebody, 
and that somebody decided either that the cattle were better than we 
thought they were or they decided that they did not care whether 
they violated or not and went ahead. 

Senator Bricker. They took a chance. 

Mr. Pauw. Yes, that is right. 

The CuarrMan. Go ahead, Mr. Paul. 

Mr. Pau. Another bunch of cattle we bid 32 cents on sold for 34%. 

Now, what are you going to do? Our friends are leaving us. Our 
friends are going some place else with their cattle, and where is our 
business going? We cannot buy them and be in compliance. 

I think I am telling the story of practically every one of these men 
who have tried to buy their cattle in compliance and cannot do it. 

Representative TaLtue. Yet the company you represent has been 
in business a long time and has a fine record; that I know. 

Mr. Pavt. 60 years. 

Senator Capesart. In other words, you are not complaining about 
the price, as a packer, if you could get the cattle at the price that OPS 
says? 

Mr. Pau. That is right. That is fine; we would like to kill these 
cattle and we have our men all the time looking out for them trying to 
buy them. But somebody else seems to be able to bid a higher price 
- the farmer thinks he can get more and decides to go to some other 

ace. 

J Senator CapenaArt. And is that happening all over the United 
States? 

Mr. Paut. I think that is pretty true. I cannot speak for all of the 
United States because I don’t know. 

Senator Capesart. Under the OPS rules, you will go out to a 
farm and pay any price you wish for cattle, is that not correct? 

Mr. Paut. That is right. There is no law controlling there. 

Senator Caprenart. In other words, if you come out to my farm and 
offer me 50 cents per pound for a steer out in the field, I have a perfect 
right to sell him to you for 50 cents a pound and you have a perfect 
right to buy it. 

Mr. Pauw. That is right. 

Senator Capenart. And it is not against the law, is it? 

Mr. Pavt. That is right. But at the end of this law I have to 
answer that. 

Senator Caprnart. I am not thinking of you; I am thinking of a 
black marketeer, or [ am thinking of anyone in the city that wants 
to buy a steer and butcher it himself. 

Mr. Paut. There is no law against what he can pay. 

Senator Capenart. He can come out to my farm or any farm and 
pay a dollar a pound, assuming he wants to, and do whatever he wants 
to with that steer; is that not correct? 

Mr. Pau. That is right, sir. 

Representative Gamsue. If you cannot average out, do you have 
to start buying under your quota before the end of the month? 

Mr. Pauw. There are several different penalties. There are civil 
and criminal penalities, and there is a fine connected with it. There 
is a decrease in your slaughter to the extent of five times the percentage 
that you are over. 





DEFENSE PRODUCTION ACT 499 


Representative Gamspie. Can you get out from under that if you 
stop buying and do not buy up to your quota when you find you 
cannot average out? 

Mr. Paut. No. You have to be in compliance on the cattle you 
have purchased, regardless of whether you are up to your quota or not. 

Senator Capexart. In other words, if you made a mistake the first 
25 days of the month and were unable to rectify it the other 5 or 6 
days os being able to buy cattle at a cheaper price, then you, of 
course, would be violating the law. 

Mr. Pau. That is right, sir, 

Senator Bricker. Then if the licensing authority they are seeking 
to put into effect, which they claim to have the right to do according 
to the letter that somebody wrote to Mr. DiSalle, they can put you 
out of business; is that correct? 

Mr. Paut. No, I don’t think they can put you out of business, 
unless you violated to the extent that your quota was taken away 
from you. If you violated to the extent that your quota could be 
decreased by five times now the percentage that you are out, then that 
might happen. 

Senator Carprenart. [ think the problem gets down to simply this: 
It is not whether we have price controls or whether we do not, but 
whether or not we are going to have a price control that is going to 
permit the packing industry to buy cattle and sell them in the regular 
channels. 

Mr. Pau. That is right. Why should legitimate business be 
punished like that? Why should they have their regular business 
taken away from them? 

Senator CapEHARrT. Let me ask you this: Suppose they put the 
price on cattle at a ceiling of 20 cents a pound and the ceiling at which 
you could sell was sufficient to show you a profit; as a packer, it would 
make no difference to you, would it, in your operations? 

Mr. Paut. No. We make our profit on the processing. 

Senator Capenart. I say it would make no difference to you, 
would it? 

Mr. Pavt. Not what we have to pay, no. 

Senator Capenarr. In other words, you are not objecting to the 
freeze or the controlling of the cattle. What vou are objecting to is 
that you are unable to car the cattle and supply the American people 
with meat in the regular way. 

Mr. Paut. We are objecting, Senator, to an arrangement which 

uts us in a position where we cannot continue our business. 

Senator Capenart. If you cannot continue your business, that 
means, then, that the American housewife is not going to be able to 
buy meat through the regular channels and that she is going to be 
forced to buy in the black market, does it not? What else can it 
possibly mean? 

Mr. Pavut. There does not seem to be any other way out. 

Representative Brown. The problem is if the ceiling for the pro- 
ducers is satisfactory, then you are satisfied; is that right? 

Mr. Pavut. That is right, sir. 

Senator Bricker. Then we come to Judge Montague to fix the 
price of cattle. 

The Cuarrman. What about the last few days? I see in the papers 
that the market is becoming more normal again, that the cattle are 
coming back. Is that correct? 
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Do you think the situation will improve, or what will happen? 

Mr. Pavt. I hope it will improve. 

The Cuarrman. Of course, I hope so, too. 

Mr. Paut. It all depends on whether these people decide they are 
going to sell on that basis, or not. 

The CuatrrmMan. You say they are selling, but that you do not get 
them. You said yourself that you bid on different lots and they had 
gone elsewhere. 

The farmer certainly is not on strike; he is selling his cattle. 

But the trouble is the difference in price between what you are 

rmitted to pay under OPS ceilings maid what someone else will pa 

y violating the ceilings, probably on the theory that he will buy it 
later on through legitimate channels. 

Mr. Pauvt. There are several ways he can be thinking. One is that 
he did not care, and another is that he is going to take some chances. 

Senator Bricker. Are the packers represented here getting a pro- 
portionate share of the shipping in the market yesterday pr | today? 

Mr. Pavt. I do not think so, Senator. I think the figures for most 
of these men are that they are under 25 to 30 percent of normal. 

Senator Bricker. Your problem would be solved if we fixed the 
price of cattle to the producers. 

Judge, will you comment on that? 

Mr. Monraauve. If I knew the answer to that, if I knew the price 
to suggest, I would be glad to doit. Idon’t. Not only do I not know 
it, but, Senator, with all seriousness, there is a large group of us who 
started working on this thing last September and we tried our best to 
work out a plan that we might suggest to the Government that would 
be fair and equitable, that would be, well, a decent thing to do. 

Senator Bricker. That would give you a reasonable profit. 

Mr. Monracue. A reasonable profit, no more, and help stabilize 
the country. 

We tried to work out our thoughts on what would be a correct plan. 
I don’t know how many dozen fen were submitted, and every one 
of them could be shot full of al as and we have not yet come up with 
a plan that the industry can recommend. And I am not in position 
to recommend it. 

Senator Caprenart. Judge, if you will yield: had they frozen the 
prices instead of rolling them back, would that have been satisfactory, 
to your industry, to the producers? 

Mr. Monraaue. Senator, would you explain what you mean by 
satisfactory? ; 

Senator Carpenart. I mean would it have been much better than 
it is at the moment? 

Mr. Monracue. It would have been better, of course. It would 
have been much better. 

Senator Carpenart. Why would it have been much better? Do 

ou think that under those circumstances, these gentlemen represent- 
ing the packing industry would be getting sufficient cattle today? 

Mr. Monragcue. Let me show you, if | may, what I think is goi 
to happen in the immediate future and in the next few months, and 
this will answer some of the questions that Senator Moody asked 
about where the cattle are. 

There were a good many cattle on feed when the roll-back was 
announced. Everybody who possibly could got rid of all of his 
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cattle before the 10 percent roll-back became effective. He would 
have been just ridiculously foolish if he had not done so, knowing that 
he was going to take a substantial reduction in the price that he 
could get. 

A lot of cattle were not fit to go to market at all at that time. 

Now, the farmers, the ranchmen, who might have those cattle— 
and that type of cattle are mostly held by the feeders, though there 
are grass cattle of that type, too—they are still being held and they 
are not being put into heavy feed in the lots because of the very figure 
that I cited a moment ago. 

There is an abundance of proof that for every pound of weight that 
you add in the feedlot on the animal, you lose money, the feeder 
will lose money. 

So what is happening? 

And here is bare your cattle are going, a great many of them. 

The CuarrmMan. The ones that go to market? 

Mr. Monracue. No, sir; they are going back to grass now. 

The CHarrman. But Mr. Paul said they went to the market. 

Mr. Monracue. Of course, there has been a very substantial 
reduction in the marketing. 

The CHarrman. But ‘thane gentlemen say that the reduction is 
even greater and continues to be great, although the papers say that 
more cattle are coming to market in the last few days. 

Senator Capenart. If you will yield a moment, is this what you 
say? A percentage of the cattle are going into the black market, or 
they are not going through the regular channels. A percentage of 
cattle are going out on grass. A percentage of the cattle are Glee 
held by the farmers at the moment in order to put more weight on 
them. 

Mr. Monracue. That is the very point I am making. Those 
cattle are going out. They cannot be kept in the feedlots and be 
made to break even. They are going out to add as many pounds as 
cheaply as possible, by good grass at this season of the year, to be 
brought into the market just before the first of August. 

The Cuarrman. Why lates the first of August? Is that before 
the next roll-back? 

Mr. Montague. Yes, sir. 

I am willing to stick out my neck and say this much: That before the 
first of August there will be a very substantial increase in the market- 
ing of cattle by these people that are holding them trying to get as 
many pounds on them as cheaply as possible before the next nay 
There will be some cattle that will not be fit to go on the market at 
that time, and they will be held in exactly the same way and marketed 
just before the first of October. 

Senator Capgenarr. Is that when the third rollback goes in? 

Mr. Monracue. That will be the third roll-back. 

The CuarrMan. Three strikes and you are out. 

Mr. Monracue. Of course, people are going to try to dodge the 
roll-backs. They will be crazy not to do so. The general public is 
going to be feeling pretty happy about that because I feel pretty sure 
that there will be a substantial amount of meat on the market the last 
half of July on through August, and the same thing with the latter 

art alam on through October, possibly running on into 
ovember. 
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But what the people in the East here and in the industrial centers 
won't realize is that they will be eating the meat from the cattle that 
ee not be killed until next December, January, or February, and 

arch. 

The CrarrmMan. Will the shortage come then? 

Mr. Montacue. Those cattle will be killed without being fed. 
They will be 250 to 400 pounds underweight. 

The grade of the meat will be much inferier: And that is going to 
cause an economic loss that just cannot be remedied. 

Then there is another point I want to make on that. 

The CHarrMAN. How can we help the situation? So many of us 
always talk against everything. What can we do to help it? We 
cannot exempt beef and put something else under control. We 
cannot exempt one thing and put something else under control. 

Senator Capenarr. Was the price of cattle controlled under OPA 
in World War II? 

Mr. Monracur. They had compliance figures that slaughterers 
had to abide by. 

Actually, they did finally have a lessening in prices, established in 
January 1945, January 1, I believe. 

Senator Bricker. That is when the trouble started. 

Mr. Monvraaue. There is another point I want to make with ref- 
erence to the industry that I think would be interesting to you. There 
is another big change in the type of operations. 

Twenty-five, thirty, thirty-five years ago, the type of cattle that 
were slaughtered for beef were four and five vears old, steers. Even 
a lot of them out in West Virginia and this part of the country here 
were held to be 6 and 7. 

At the time those cattle were slaughtered there was always a reserve. 
you killed a 5-year-old steer, vou had a reserve of the fours, threes, 
twos, and yearlings back of them. 

At the present time, the type of animal that is killed is a 2-vear-old. 
Up until the last war and immediately after that they were held 
mostly to 3 years. 

At the present time there is a difference in the taste of the people, a 
difference in the system of operation. You gentlemen, like Senator 
Schoeppel here, from Kansas, know that these young cattle are the 
ones that are being killed now, and you do not have that reserve back 
of those 2-year-old steers that you had back of the older steers, and 
that is why the impact of this thing is more immediately felt than it 
would have been back a few years ago. 

; Senator Bricker. They even change the breed of cattle they are 
eeding. 

The Cuarrman. When I was a boy we just picked them out of the 
woods and shipped them. We never fed them at all, never started 
feeding them. 

Senator Roperrson. I would like to ask the judge this question 
now. 

You say you are going to lose money on the 10-percent roll-back 
and lose money on the next four and a half and still more on the third 
four and a half. 

You have a pretty good picture of what Congress is up against. 

If you got a settlement on the basis of eliminating the next two 
roll-backs, could you report to your producers that you got peace 
without appeasement? 
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The CuarrMan. Mr. Smith. 

Mr. Smrru. I would just like to say two things, Senator, for the 
record. 

Congressman Brown mentioned the question of inflation. I don’t 
know of any company who is as concerned as our company is about 
inflation. In our company we have about 70,000 stockholders, over 
50 percent of whom are women and orphans. 

A large proportion of them are fixed-income people. We hear from 
those regularly on what inflation is doing to them. 

But, as an industry, thinking about it from a business standpoint, 
we are greatly interested because we are an industry that has to carry 
inventories. Any industry that carries inventories and pays taxes on 
an upswing of the market and cannot divide the losses is in a bad 
way. ‘ 
Look at the record of our industry during World War I. There is 
no industry which becomes as disturbed about inflation as our indus-~ 
try is. : 

I don’t believe hardly a day passes that some cattleman doesn’t 
say to me, “‘ Paul, what are we going to do when this bubble bursts?’ 

Our fixed expenses are so high, and we don’t know what we can do 
about them. 

I just want to say, as a matter of record, that we in the industry 
are greatly disturbed about the prospects of inflation. 

There is one other thing I would like to say for the record: If it 
should be decided that prices will not be rolled back, that you will 
give the producers what they ask; if it should be decided that you are 
going to give the packers everything they ask, still price control on 
meat will not work. 

And here is the proof, as I see it—and maybe I am wrong in this: 
We tried 4 years of price control. I don’t think of anything that will 
be as enlightening—and maybe you men have done it—as reading the 
minutes of the Senate Banking and Currency Committee, the Senate 
Agriculture Committee, the House Banking and Currency Committee, 
and the House Agriculture Committee, where Mr. Prentiss Brown and 
Mr. Bowles and Mr. Porter explained how they recognized that it did 
not work, but ‘‘We are going to put this patch on and then it will.’’ 

But the patch did not do anything and it finally wound up in a 
complete collapse where the legitimate people lost their business. 

Representative Gamble. That would only confuse us. 

Senator Roserrson. Mr. Chairman, I would be willing to go 10 
minutes beyond my bedtime if Mr. Olson might throw some light on 
the problem. 

The CHarrmMan. Mr. Olson, could you add your thought to this? 

Mr. Ouson. Senator, you stated the problem, and that is: How can 
we, as a practical matter, leave meat out of control? 

The CHarrman. That is right. I am trying to be practical. 

Mr. Ouson. Senator Robertson pointed out that he felt if we did 
not have controls on meats it would ruin the farmers because runaway 
inflation would result, and maybe worse. 

Senator Roperrson. I said if we did not have any controls. 

The CuarrMan. He said if we did not have any wage controls. 

Senator Ropertson. That is right. 
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Mr. Ouson. We are an interior packer of about 60 percent of the 
cattle, and about 95 percent of the hogs. We buy about 60 percent 
of our hogs in the country and the rest of them from terminal markets. 

We operate regularly out of St. Paul, Fargo, S. Dak.; Sioux City, 
and Omaha. We buy about 95 percent of our hogs right out of the 
country. 

Now, we are in the same predicament as the rest of you fellows, and 
probably worse in some cases. 

We started 2 weeks ago to be under compliance, and then on Friday 
afternoon we discovered that we did not have to be in compliance 
that week. So we were very appreciative of that after we had gone 
through it all week and had not been able to do anything. 

But we purchased in those 2 weeks 1,601 cattle. A year ago in 
those 2 weeks we slaughtered 6,203. 

Now, we were not quite as successful as some of the rest of them. 
We are $213.17 in the red, or above compliance, on those 1,600 cattle. 

We either have to make up that money or no more. We have to 
get that from somebody else the rest of the month. 

When I say somebody else, somebody has to sell his cattle at $219, 
or a bunch of them, or we are sunk. 

When we talk about production, that is the important thing. 

I am going to switch a little bit because we are an interior packer, 
and I think even though I happen to have a job as a packer, I am as 
close to a farmer as anybody here, outside a Judge Montague, who 
represents producers, and Mr. Farrington, who has given you a pic- 
ture from that standpoint. 

Our own company is very fearful about interfering with production 
of cattle and livestock, with controls. Now, we take a survey every 
30 days among our own buying organization, and this survey covers 
the anticipated hog production. 

Two months ago the farmers in our area, according to our survey, 
showed that they were having a 6 percent increase in the hog produc- 
tion this spring. 

The one of June 1 that we just completed shows a 3 percent reduc- 
tion. 

Now, there is a variety of answers. Some of them had poorer luck 
than they anticipated; some of them because of anticipation of the 
controls, because maybe some fellow had a kid taken into the Army 
and maybe some fellow lost his hired man. 

But the fact remains that our June 1 survey shows 3 percent reduc- 
tion in spring pig production on the same area, where 2 months ago it 
showed a 6 percent increase. 

Now, that is the thing that I think we need to be most fearful of, 
and that is the thing that controls will do. I don’t know how much 
it will reduce production, but it will reduce some of it. 

Now, let’s get into this parity. You talk about 152 percent. I 
don’t play poker, but nae | knows it is about a 3-year proposition 
before you can get a marketable cow. 

Am I correct, Judge? 

Mr. Monracue. Yes. 

Mr. Ouson. You have to save a heifer, and that heifer takes time 
before you breed it and soon. All right, you are not on a regular pay 
check. If you work 60 hours a week, you get extra pay for it, but 
you don’t get it for 3 years. 





DEFENSE PRODUCTION ACT 505 


. If you put controls on those things you are a detriment to produc- 
tion. 

You talk about other farm production, and I will say to you that we 
have incentives. I am raising every acre of corn I can on my farm. 
I say I am close to a farmer. I don’t play golf, but I go to the farm 
when I get through at the end of the day, because I have 200 acres of 
corn. ) ase] the only reason I have 200 acres of corn is because there 
is an incentive on it. 

And I say to you these ceilings on livestock are not incentives; 
they are detriments, and they are detriments at every turn of the 
road when we treat every proposition that we have. 

I am saying this because I don’t believe controls will work on meat. 
They won’t work. 

You asked a question whether we eliminated 10 percent roll-back, 
if it would work. I say to you that the only control on cattle that 
will work is if you put it so high that vou never bit it. Then you have 
a free market. 

That is a phony control and if you are honest you might as well 
throw them out, because the minute you hit them—— 

Senator Moody pointed out, where is this meat? 

Let me tell you, Senator, if you ran short of a piece of newsprint, 
if your story was that short—as I understand, you used to be a 
reporter 

Senator Moopy. I never had trouble with my stories being too 
short. 

Mr. Ouson. Now, if the man had a blank spot on the page just 
about 2 inches long, he doesn’t put out a newspaper that way, and I 
don’t care what business he is in. If you are 2 percent short of meat 
and the housewife comes in and wants a pot roast of beef, or a steak, 
you can’t be 50 percent short. 

So when you have controls, you don’t know how short the meat is. 
You don’t know how short the beef is today. I don’t think it is very 
short. You can’t tell where it is, and you don’t know. 

Senator Moopy. Mr. Olson, since you brought that up, you know 
the experience under OPA, that was mentoined here tonight. Just 
before the controls were lifted from meat under OPA, there was a 
shortage in the market, and when the controls were lifted meat was 
pouring into the market at higher prices. 

It seemed to some of us who were watching it from the Press Gallery, 
quite clear that people had been holding the meat off the market. 

As you pointed out, it takes quite a while to grow a steer. You 
cannot grow a steer in 48 hours. But 24 hours before the controls 
were lifted you could not get meat, and 24 hours after they were lifted 
the meat started to come in. 

It seemed to a great many people that that meat was withheld. 
Certainly no more meat was created in those 48 hours, but there was 
plenty of meat as soon as the prices went up. 

The prediction was made before these congressional committees—I 
happened to be here not as a Member of Congress, of course—that if 
they would just lift the controls, the production would go up so that 

rices would fall. And that was not stated just by one industry, 
ut that was all along the line. 

Prices were going down as soon as the controls were off. And, as 
you know, history shows they went right up. 
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So I am not entirely convinced that a lifting of the controls and a 
sharp increase in price at the expense of the consumer would find 
plenty of meat in the market today. 

Senator Capenart. Would the Senator yield? 

Senator Moopy. Yes. 

Senator Carpenart. I might have one answer as to why they 
went up. 

This happened in 1948. The Vice President of the United States 
Amy a speech in Springfield, Ill., in which he ended by saying 
this: 

It is legitimate for me to ask today whether you want to change back from 
40-cent cattle and 30-cent hogs to 3- and 4-cent hogs and cattle. 

He was talking to 7,000 farmers. 

In other words, at that time the Vice President of the United States 
was telling the American farmer that he was entitled to 40 cents a 
pound for his cattle and 30 cents a pound for his hogs, and that if they 
would elect him and many others, that they ueald guarantee them 
40 cents a pound for cattle and 30 cents a pound for hogs; but if they 
voted for certain other people, that cattle and hogs might go down to 
3 and 4 cents a pound. 

I think that is one of the answers to why your cattle stayed so high. 

Senator Moopy. Senator Capehart, as you know, the Vice President. 
is a very able and genial gentleman, but what he said in his speech 
does not explain this particular problem. 

Senator Bricker. That is the trouble with American statesmanship 
today. 

Senator Moopy. What is the trouble? 

Senator Bricker. That they make a lot of statements and promises 
in campaigns that they are not going to fulfill. 

Senator Moopy. Yes; I heard that on both sides of the aisle, 
Senator Bricker. 

The CuairmMan. Senator Schoeppel. 

Senator Scnorrrer. Mr. Chairman, while I am not a member of 
the “watchdog committee,’”’ I would like to ask some of the gentlemen 
in the packing industry here this question: 

If we are to have controls and if we are to have ceilings, the farmer 
or the producer of these cattle will have to have it on the basis that it 
can be profitable. 

I would like to ask Mr. Olson this: 

Mr. Olson, the Chicago market is generally considered to be the 
top market in the United States on cattle; I have been told that. 
Now, had we put a ceiling price on the cattle, of, say, 37 or 38 cents 
a pound, or whatever it was, high enough, for prime, ignoring all of this 
intermediary stuff down the line. Would not that have been an 
incentive for everybody to produce, to have reached that figure, and 
would we not have gotten the greatest amount of production possible 
less the deterioration that occurs in a herd before the canners and 
the old baloney bulls and all that? 

Have you anything to offer along that line, or any suggestion? 

I would be interested to know your reaction to that. 

Mr. Ouson. I would say that the higher you put the ceiling prices, 
the less definite control would you have on production. 

Again, | have nothing to add to what Judge Montague said, that 
you lead them on and you get production because you have it. Don’t 
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forget that you have an increased production on cattle. There is no 
question about that. 

The point that I am trying to emphasize on top of what he said is 
the necessity for not doing anything that will stop that increase in 
production of cattle. 

The only guy that can get hurt if we get too many cattle is the 
producer himself. That is the only guy that will get hurt. Every 
one of us has all the meat he wants, everybody in Detroit and else- 
where, and that is the surest way to get it. 

Senator ScnHoerret. Mr. Olson, do not get me wrong. I happen to 
come from cattle country. I understand fully what you say. But I 
predicated my question on assuming we are going to have controls; 
assuming we are going to have to take it. Then what is the best 
method to cut out all of this intermediary regimentation, controls, 
that is discouraging when they take them to the market, when they 
slaughter them, and when they run into these grading difficulties? As 
a matter of fact, if you look at the parity picture, or at the different 
grades of meat, you are going to find some of them below parity. 

What are we going to do? Would it be best if we could influence 
somebody here to set a ceiling price high enough in one of the regular 
markets of the country that is recognized as a market, and let every- 
thing else move up to there, or attempt to go all the way down this 
grade basis, all down this slaughtering cut basis, and all of those 
things? 

Might we then not have a better opportunity to live under that and 
still get a greater degree of production if we have to have these 
controls? 

Mr. Ouson. I don’t think there is any doubt about that. Again 
it comes to this: the higher those prices are, that will give the oppor- 
tunity for that market to operate in a free market. 

It is the law of supply and demand. The minute it hits the ceiling, 
if there is only a 2 percent shortage it seems to me it creates a turmoil 
and you get every imaginable condition, and you immediately get an 
opportunity for—you can call it what you please—a back-market 
operation. 

Senator Ives. Mr. Chairman, I want to ask’a question. I realize 
I am not a members of the “watchdog committee,’ but I am curious 
because of the testimony given here tonight by gentlemen who are 
before us. I am curious to know exactly what they do have in mind. 

They say that price controls on meat will not work. I think you 
are united in your opinion on that on the other side of the table, are 
you not? I have not heard from anybody over there that seems to 
think they will work. 

All right, you think they will not work. We on this side of the 
table are convinced we have to have price controls at this particular 
time. We are convinced that without price controls at this particular 
time we are running into great jeopardy, facing great jeopardy inso- 
far as inflation is concerned. 

We are convinced that if we try to make a single exception where 
price controls are concerned, that that will be only the entering wedge 
for exception after exception, and that the whole system will break 
down and we will have no price controls at all. 

Therefore, Mr. Chairman, I raise the question of the distinguished 
gentlemen sitting opposite you. 

79979—-51—No. 9 -4 
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My question is simply this: Would you rather have no price con- 
trols of any kind, on anything, or Soult you prefer to have controls 
on meat? 

That is a tough question. That is what it really amounts to, and 
that is what we are faced with here. 

Mr. Ouson. I would like to answer that, if I might, from the stand- 
point of a farmer who is raising corn, and I am raising sheep and I am 
raising dairy cows, and I am raising hogs, and I’ve got oats. 

Well, there is the whole deal. by ch a farm in Minnesota. I tell 
you that we are putting the emphasis and incentive on increasing the 
amount of corn. Why? 

Because if we have a crop we can put it in the crib and take our 
choice; we can either go to California or Florida. You work 7 days a 
week with whatever it is, cattle or hogs. Don’t kid yourselves, you 
have to take care of animals. 

I say to you that if you study the thing out, that this proposition 
of parity when it comes to cattle is ridiculous from the standpoint of 
the length of time. You have to take risks. 

I have to take 4 months, and I know then whether or not I have a 
corn crop. It is no use fiddling around and raising a heifer cow un- 
less I am planning a 3-year program. I can’t just get in 1 year and 
get right out. 

Senator Ives. Would you say that you prefer to have no control? 

Mr. Otson. I say control would not work on livestock, and controls 
do cut down liadiads ; how much, I don’t think anyone knows. 
But I think it is so serious that none of us should do anything that 
will cut 1 percent of production, that everybody except the farmer 
has something to gain by increased production of live meat animals, 
every one of us. 

Senator Ives. Nobody can argue about the production part of it. 

Mr. Ouson. I will make an exception of meat, nothing else. 

Senator Ives. You cannot make an exception because the minute 
you try to make an exception you immediately make exception after 
exception. 

Mr. Otson. May I say that if you get to that point I cannot be 
left-handed any more, because everybody else is right-handed and we 
treat them all as right-handed people in the United States. 

There is a limit to controls. a have to stop someplace. 

Don’t forget, everyone around the table here gets paid by the 
week, or month, or year, I venture to say. Everyone of us gets a 
salary. Do you realize that everyone who raises livestock does not 
get a nickel? He started that way from his boyhood. 

When you say you have to treat everybody alike, then, gentlemen, 
it is about time we started to think a little bit differently. 

Senator Ives. Just a minute. I think you are taking one aspect 
of this thing that I am not taking when | make the statement that 
you cannot make an exception. 

What I am driving at is simply this: That because of the demands 
and because of the pressures that come from other areas of production, 
when a piece of legislation of this character is before the Congress, 
where you are trying to make a single exception of meat, you will 
find you cannot do it. That is what I am talking about. 

I am not talking about the moral aspect of the thing or the economic 
aspect of the thing or the basic rightness or wrongness of it. I am 
trying to speak from a practical standpoint. 
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Practically speaking, you cannot do it. 

Mr. Otson. Never having been a politician, I can’t answer it. 

Senator Ives. Politics has nothing to do with it. A politician has 
nothing to do with it. 

Mr. Otson. Politically you can’t do it. 

Senator Ives. It is just plain, ordinary, everyday human nature 
you are dealing with. 

Mr. Otson. You don’t understand what goes on. 

Senator Ives. Then why is it that these other people have come 
before us in these last weeks and have presented their cases showing 
how they should be excepted from this and why we should just simply 
eliminate them from the law? Why is it they have done it? They 
have presented good cases. Some of them have presented very 
convincing cases. But we know we cannot do it. 

Mr. Otson. I am sorry I am not as unafraid of losing controls as 
you fellows are. 

And I want to say this: My father and mother came to this country 
and I presume they came here to get a certain amount of freedom they 
didn’t have in Norway. 

When it gets right down to it, the ancestors of every one of us went 
someplace for that same reason, and it does not make any difference 
whether some of them happened to be jailbirds or poor kids, or what 
have you. 

Senator Ives. I have just one point on one thing there. I think we 
have lost completely the whole purpose back of this idea of controls, 
and that is the terrific emergency with which we are faced in this 
country. 

Mr. Ouson. No more of an emergency than the ones for which our 
ancestors came to this country. 

Senator Ives. Oh, now, say, my Lord! 

Senator Moopy. Mr. Chairman. 

The CuarrMan. Senator Moody. 

Senator Moopy. I think I can say no one on this committee, in 
either House, likes controls any better than you do. 

That may sound like an incongruous statement, and I would like 
to finish the answer to it. 

The point is here that we are faced with a threat from outside the 
country—Russian aggression, which requires us to put roughly $50 
billion of our national production into military goods. 

Mr. Otson. That is right, including my kid. 

Senator Moopy. That is right. 

Now, look, when you take out of this economy of the consumers’ 
markets $50 billion in goods, you cannot let the law of supply and de- 
mand operate normally. You have heard every Senator here tonight 
and every Congressman, I believe, all agree that there has to be some 
control on the economy. 

It is not because anyone here likes controls; it is because we think 
we have to arm the country and make it stronger. 

You cannot let prices run away as they would run away with that 
much disparity between the peste, of goods and the demand for goods 
in the economy. 

As Senator vite has so well pointed out, you cannot give immunity 
to meat or immunity to anybody else. 








510 DEFENSE PRODUCTION ACT 


If you can help us to show how this can be done, instead of arguing 
for immunity, you would be helping the Congress and helping the coun- 
try, in my judgment. 

Mr. Outson. Everybody agrees that increased production is what we 
want. 

Senator Moopy. Yes; indeed. 

Mr. Otson. And if I thought the result would be to hurt production, 
I would be against it. 

Secretary Brannan said the same thing. 

The CHarrmMan. Gentlemen, it is getting sort of late, and Mr. 
Mackey has not had a chance to say anything. 

Mr. Mackey, we would appreciate your comments here. 

Mr. Mackey. Gentlemen, we feel the same way. We are against 
anything that would eurtail production. 

Now, our story is the same. We operate 33 packing plants all over 
the United States. We have our largest plant, naturally, at Chicago. 

A week ago, before the controls or compliances were put into force 
we killed 5,110 cattle in our Chicago plant. Last week we killed in 
that same plant 791 cattle. 

The CHatrmMan. That is, as compared to 5,000 cattle? 

Mr. Mackey. From 5,110 to 791. 

We killed in our 33 plants, 16,800 cattle the last week. A year 
ago we killed 40,556 cattle in those same plants. 

Now, our buyers have instructions to buy every head of livestock 
they can buy within compliance. 

he CuarrmMan. Do you find the same situation in your case as we 
ame been hearing here tonight, that the cattle might go somewhere 
else? 

Mr. Mackey. Well, these cattle are bought by someone, the ones 
that are coming to market. 

May CuatrRMAN. They are bought by someone other than you, are 
they? 

Mr. Mackey. Yes. 

Now, as has been testified before, these cattle are moving away from 
our normal market. They could be checked, I suppose. 

The Cuarrman. We will certainly try to do that when we have 
Mr. DiSalle here, to find his answer to that. 

Mr. Mackey. When the cattle move out of the alley, our buyers 
are not able to buy them. Somebody has purchased them. We 
think they are going to be killed some place, or they may be held out 
some place; we don’t know. They may show up later. 

Anyway, that is our story. Our kills are down. We are having 
to lay off gangs, which, in turn, is going to give fewer dollars to those 
people who can buy meat that is not going to be there anyway. 

Senator Capenart. There can be no question but that the great 
bulk of this meat that you are not getting and are unable to buy is 
going to end up in the black market; meaning that the housewife is 
going to pay more than she is paying at the moment for meat. You 
os going to have that shortage that you had under OPA in World 

ar IT. 

The minute we took off controls, as Senator Moody said a moment 
ago, in OPA, the minute you took controls off, within 48 hours the 
butcher shops were filled. Well, the reason why they were filled was 
that the meat then was going through the regular channels. 
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Prior to that time the meat was being sold by black marketeers. 
It was being held under the counter and being sold to favorites and 
friends, at high prices. The minute it started going through the 
— channels there was plenty of meat. 

here are plenty of animals in the United States today, and the 
big question that we have to decide, and the thing that we wanted 
to discuss here tonight was: What can we do? What can the Congress 
do? What can Mr. DiSalle do, to insure that the meat supply of 
America will stay out of the hands of the black ,marketeers and go 
through the regular channels? 

You gentlemen have proved, and the records prove that while we 
are hardly under meat control now, the meat is disappearing from 
the market. You gentlemen are not handling it. 

The CHarrman. How can we get the meat back to the legitimate 
dealers? That is the one thing we want to know and that the people 
want to know. We have this black market in meat and how can we 
help the situation? 

If we should have a continuation of title IV, how can we help you 
to get the meat back to where it belongs, to the legitimate business 
people? 

As you said, you have been doing business for 60 years. Yet you 
go to the farmers for the meat and it is gone. 

I know it is getting late. Why cannot you file a brief here by 
Monday to give us some thoughts about it, if you like? 

Senator Capenarr. Let me say this: You gentlemen would not be 
here tonight if you had been able the last week or 10 days to get the 
same quantity of meat, the same number of cattle, that you bought a 
year ago. That is the only reason why you are here tonight, and that 
is the only question facing the Nation and the housewife and the 
consumer, and facing the public. 

The question is, How are you going to get meat into their hands 
at the OPS price? 

It has already been proved that in 10 days’ time you cannot do it. 

Mr. Haynie. Let me show you one of the reasons why immediately 
this thing does not work. 

We have a ceiling price at New York City on beef, of fifty-six 
seventy, you know. The same kind of Canadian beef is selling at 
fifty-nine and a half. 

Senator Carpenart. Why can they sell Canadian beef at that price 
legally? 

Mr. Haynie. Because the sale is consummated in Canada and the 
meat is brought into the United States and is handled in the United 
States at fifty-nine and a half. 

That means in Canadian money you can pay the Canadian cattle- 
man the reflected value of fifty-nine and a half while you can only give 
the American fifty-six seventy. 

The same thing is true of bulls. It is fifty-six in Canada and the 
highest price an American can get is fifty-one twenty. 

he Cuarrman. What about getting it back in the market? 

Mr. Haynie. That is the reason ss. they are getting out of the 
normal channels, because there are American people willing to buy 
this meat. 

In answer to Senator Moody, we cannot tell him any program that 
will work on livestock or meat. 
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that. I was suggesting just this one thing that Senator Capehart 


has mentioned. 

Is there any suggestion you could make to us, not necessarily here 
and now, but in a brief or something, by Monday, as to how you 
would get the cattle out of the black market back into the normal 
channels of trade that you gentlemen represent? 

We want to help you if we can. 

Mr. Haynie. Only by having a complete and effective enforcement 
of your regulations. 

he CuatrMan. How can you do that? 

That is what we ought to know. 

Do you have any answer as to how the OPS could better be enforced? 

Mr. Haynrte. I think that would take a policeman on almost every 
corner, and that is ridiculous. 

The Cuarrman. I know that. 

Mr. Talle. 

Representative Tate. Mr. Chairman, it may appear as if the in- 
dustry has been altogether negative in its attitude, but I do not look 
at it that way because Congress itself had doubt last summer, when 
it considered controls, for it wrote into the law that is now in effect 
that no control shall be established unless feasible and practicable. 
As I understand it, what these gentlemen have shown is that in their 
best judgment the regulations that now apply are not feasible and 
not practicable. So I do not believe they have been negative in their 
attitude. Their problem is compliance. They have been stating the 
case as they see it. 

The Cuarrman. Mr. Congressman, I was not abusing any of the 
gentlemen or saying they were wrong. 

Mr. Moors. Mr. Chairman, about an hour ago Mr. Paul Smith, 
who has been in the business much longer than I have, made this 
statement: 

I know the spot you gentlemen are in, and oh, how we would like to help you. 


I want to assure all the Senators and Congressmen here that every 
one of us sitting at this table is as loyal an American as anybody could 
expect of an American citizen. It is not the attitude of this industry 
that we do not want to help. 

I will say again I wish we could give you the answers. But, Sena- 
tors, it is not like building an automobile or a washing machine when 
you are in the meat business. You can take the cost of ties and 
wheels and carburetors and motors and finally get down to an auto- 
mobile where there is a profit all along the line. If you will tel! me 
how we can get out here in the public markets or in the country and 
be assured when we buy these cattle that they are going to be in 
compliance, and after we buy them to our best judgment and brin 
them into the cooler, somebody else out of our employ, a Federal 
grader, tells us what they are, we have no control over that whatso- 
ever. We can do one of three things. We can say we don’t care 
and go ahead and buy the cattle and end up inside of rot over 4 
weeks’ time with a five times 1 percent out of business. We can go 
illegitimate and adjust our hot-rate scales and our put-up yields and 
start selling meat under the counter. 

The American packer has refused to do that. Their patriotism 
was tested before to the point that we went down, the industry, minus 


The Cuarrman. I was only eye, Fama We have been over 
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83 percent, Senator Moody, so that when the controls were lifted, 
John Morrell & Co., Swift, Hormel, Rath, and Cudahy, and all of 
those, when we get back to the business again and get the meat 
through the honest channels of the industry 

Senator Moopy. I do say your industry is to be commended for its 
compliance, of course. 

Mr. Moore. And think, Senator, we killed 61 cattle at Ottumwa 
yesterday, and when | flew out in the morning we had 26. We hope 
we can come through all right. We are $238.50 under compliance, and 
I will give you my word that Morrell & Co. will take all the cattle that 
Congress or anyone else can get us within the compliance structure 
and within the quota that you have allotted us to kill. 

Now, you are going to come back and say: ‘“‘How are we going to 
do it?” Again I say to you I wish we could help you. 

Senator Moopy. So do we. 

Mr. Moore. I am trying to point out the complex part of this 
business, though. How are we going to do all of this? And believe 
me, we are trying. 

I happen to be a member of the advisory committee. You might 
say I stuck out my chin. But I certainly did come down to Wash- 
ington. This is my fourth time. 

have tried to do everything I was big enough to do in cooperation 
with OPS, and I want to say this for OPS, I think OPS has made a de- 
termined effort to do the fair thing for everybody to the best of their 
knowledge. I honestly think they have. But they are up against 
the proposition, and so are we, that we do not have the answer for. 

Senator Moopy. Is not what you are saying, Mr. Moore—if I may 
say one more thing—that your industry is trying patriotically to 
comply with these regulations but that other people are not comply- 
ing with the regulations? Is not that true? 

Mr. Moore. That is right. However, I could not prove what 
they are doing. 

Senator Moopy. I cannot prove it, either; but that seems to be 
obvious. 

Mr. Moore. Until the end of the month, regardless of what they 
are doing, even if they are fixing their scales or falsifying records, ac- 
cording to the law, in all fairness to the OPS, they cannot do a thing 
about it until the end of June. Now, by the end of June, what are 
they going to do? How are they going to police all of these cattle 
that we honestly believe have been bought at prices above the com- 
pliance regulations? 

Somebody mentioned awhile ago how are you going to police it? 
There again, believe me, I would like to give you the answer, but I 
don’t know how you are going to police it; I really don’t. 

Senator Moopy. If they are selling them to someone else and you 
will not buy them because it would put you out of compliance, 1s it 
not a fair inference that they are selling them out of compliance? 

Mr. Moore. I would say “Yes.” 

The Cuarrman. Are there any further questions? 

Mr. Moore. There is this much about it. If they pay 2 and 3 
dollars over compliance and falsify their records, they are going 
to have to get their money somewhere if they are going to stay in 
business. 

The Cuarrman. Are there any further questions, gentlemen? 
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Representative GAMBLE. Do you have to have compliance in the 
over-all picture, or each plant? 

Mr. Moore. Each plant has to be in compliance. 

Representative Gams.s. They do not figure all your plants over 
the country, then? 

Mr. Moore. There is not any way to do that. 

The Cuarrman. I understand we have another witness who has 
not been up yet; Mr. Heinz, from Baltimore. 
Oh se Capenart. Will you come up and take a chair, Mr. 

einz? 


STATEMENT OF JOHN HEINZ, HEINZ RIVERSIDE ABBATOIR, INC., 
BALTIMORE, MD. 


Senator Capenart. Mr. Heinz, you are from Baltimore, are you 
not? 

Mr. Herz. That is right. 

Senator Capenart. Are you in the packing business? 

Mr. Hernz. I slaughter cattle only. 

Representative Gamsie. Will you identify yourself for the record, 
Mr. Heinz? 

Mr. Hernz. John Heinz, Heinz Riverside Abbatoir, 1900 Lake 
Street, Baltimore. I slaughter cattle, sell meat. 

I have heard a good much discussion here this evening. Some of the 
questions that have been asked I thought should have been answered. 

In talking of the cattle leaving the western market, a great many of 
them have gone to the East, and I think that that was more or less 
advocated by the OPS regulations. 

In Baltimore we are allowed to pay $338.10 for a 1,000-pound steer 
that will yield 620 pounds of Prime beef. But if we ship that steer in 
and freight on it at $1.47 a hundred, we are forgiven 85 percent of that 
freight, which is $12.50, to allow us to get in compliance. Now, that 
means the animal on which OPS has written a 35 cents a hundred 
profit, or $2.17 net profit to the packer, we are allowed to take $12.50 
credit on freight to put him in compliance. 

In other words, you take a $10.33 loss for the sake of slaughtering 
that animal. 

Now, it is very obvious that there are a great many people that are 
going to buy cattle that way in black-market beef, such as falsifying 
the reports. 

The CuarrmMan. Do you think there is much black-market beef 
now? 

Mr. Hernz. Yes, sir. 

The CuarrmMan. A great deal? 

Mr. Hernz. I could have sold the beef we have in our plant any- 
where from $2 to $5 a hundred more than the market price and had it 
picked up at the door. 

The CHarrMan. But you would not do that, would you? 

Mr. Hernz. I didn’t do it, but I could do it. 

The CHarrmMan. But, for the record, you believe that others do 
that; do you? 

Mr. Hernz. There must be somebody taking it. In New York 
there is a run for beef today, and so is the situation in Philadelphia 
and in Newark, N. J. 
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Senator Capenarr. Are we to understand you can go to Chicago 
and buy a live thousand-pound animal and ship to Baltimore? 

Mr. Hewnz. And pay $12.50 more for it than I am permitted to 
pay in Baltimore, providing I take the forgiveness on the freight, 
which is taking that $12.50 out of our pocket. 

In the first place, OPS has not written any margin of profit into the 
industry. Any small mistake rubs out your profit. And Eric 
Johnston admitted to me that 35 cents a hundred is the profit they 
put in. 

Senator CapgeHart. Do you mean 35 cents a pound or—— 

Mr. Heinz. Thirty-five cents a hundred pounds profit. On 600 
20-pound cartons of beef it is $2.17 profit. 

Representative Gamsie. Total profit? 

Mr. Heinz. Yes, sir. 

Those are Eric Johnston’s own words. 

You can lay out $393.50 and get back $2.17 protit—if the steer 
does everything you ask him to do. But if that same steer throws 
off a 62-pound hide that is branded and that hide brings in 3% cents 
a pound less—which branded hides do—that $2.17 is gone. If that 
animal should be a loss it is worth less than 16 cents. You have no 
way of recovering that. 

Inder a free enterprise, naturally you try to cover up your losses, 
but here you have a set pattern you must follow. If you don’t fol- 
low the pattern, you are in violation and out of business. 

Now, some of the cattle are supposed to be coming out of the West. 
I had a few of them this week come out of Sioux City. 

Senator CapeHnarr. Do you mean to say you went all the way to 
Sioux City and bought live cattle? 

Mr. Hernz. Yes, sir. 

Representative GamsLe. Do you get your railroad fare in there on 
your profit figure? 

Mr. Hernz. No, sir. These are bought through an order buyer. 

These cattle, 71 cattle, cost $26,790. They showed a loss of $420.04, 
actual loss. 

Senator CapsHartr. What do you mean by a loss? 

Mr. Heinz. That is what we actually lost on the operation. 

Senator Capenarr. You lost it? 

Mr. Hernz. Yes, sir. But we had to take a credit allowance of 
$585.25 on the freight to put them in compliance. They were out of 
compliance $585.25. But inasmuch as we absorbed that loss, we are 
not in violation by doing business that way. 

So we all tried that for a while, see—until you get tired. 

We had 3,894 cattle in one period here that lost $7.53 apiece; 
$29,321.82 from the 28th of January to the 19th of May. 

I can also show you for the record that in 1949 we paid 89.6 of our 
selling dollar to the producer and in 1950, 88.63 percent. Our oper- 
ating expenses were around 7 percent in 1949 and 8 percent in 1950. 

Senator Capesart. How many cattle do you kill in a year? 

Mr. Heinz. Twenty-five thousand cattle a year. 

Instead of killing 490 cattle in a week we killed 48 last week, and 
maintained the same men, because we are afraid to let them go. 

Senator Capenart. How long have you been in business? 

Mr. Hernz. Since 1884. My father started in 1884. 
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Now, there is another thing. They wrote prices into the regulations 
for byproducts. Wilson & Co. manufacture dog food in Philadelphia. 
The ceiling price on the dog food—that is, the lungs, the heart, sweet- 
breads, melts, the udders—is 13% cents a pound on lungs, 18% on the 
breads, 13 on melts, and 11% on udders. That is the ceiling price. 

Senator Cargnart. Is that the price you sell Wilson & Co.? 
pg Heinz. That is what we are supposed to get, according to the 

We sent them a bill for that amount of money. The Government 
has prevented them from getting cans to put the dog food in and they 
~ have cut us back to 33 percent of our production, and the price they 
paid was $8 instead of the prescribed price of $12 that the Government 
putin. 1 would like to know where I am to recover the other money. 

The CuarrMan. The tin-can allocation is something separate again. 

Mr. Hetnz. I understand, but they put a price on the byproducts 
and now we cannot sell them. Suppose I accumulate $600 within a 
week and only sell $200; where is the other $400 coming from? 

Senator Capenart. You cannot keep them, of course, and neither 
can Wilson keep them if you do not have cans to put them in. 

Mr. Hernz. And if they accumulate we don’t know whether they 
will ever use them or not. That is a cheap product that you can’t 
put storage on. 

There are some of the things I find wrong with it, along with Mr. 
Eric Johnston or the OPS or the administration or the follower-up 
of this law. I reported to them several times things that were going 
on in violation. 

The Cuarrman. Black market? 

Mr. Hernz. Yes, sir; over ceiling, at least. 

But they don’t call that black market if it is Canadian beef. Cana- 
dian beef is not black market. 

The CuarrMan. Does that get down to Baltimore, too? 

Mr. Hernz. That gets all over the East. They had bulls in Phila- 
delphia at 54 cents a pound. The ceiling price is 46.20. 

Senator Capenart. You are talking about the carcass now, are 
you? 

" Mr. Herz. Yes, sir; dressed carcass. So I talked to Eric Johnston 
about it. He said, “I would like to know who has it.” 

I said, “I will tell you.” He didn’t do anything about it. There 
are many other things of this kind. 

Then we come to another point, this grading. We are permitted 
to earn 35 cents a hundred pounds profit on carcasses of beef. But 
if the grader drops your carcass down one grade between Prime and 
Choice, or 2 cents a pound on a 600-pound bull, and on 620 pounds 
we are allowed to earn $2.17, we can lose $12. If he drops it from 
Good to Commercial, it is 5 cents a pound. So you can lose $31 
where you had an opportunity of earning $2.17. 

Senator Caprnarr. I have had a lot of letters from small Indiana 
packers just pointing out that very same thing to me. 

Mr. Hernz. The irony of it all, to me, is that the man they send 
in to grade this meat is generally inefficient and you don’t go along 
on the same even pattern very often. It is generally a man that a 
packer would not hire, but he comes into our plant and tells us how 
to sell 5 to 6 billion dollars worth of meat a year. 
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The Cuatrmay. If it is any consolation to you gentlemen—I know 
it is not—we have the same thing in cotton. 

Mr. Heinz. Well, I am glad I am not raising cotton. I have 
enough trouble with beef. 

But, anyway, you take a house like one of these bigger houses, 
that has $50 million worth of beef a year, somebody comes in there 
that they would not hire. There is one man Mr. Smith and I were 
talking about one day, and I asked him what he thought he was 
worth, and he said they start men at $30 a week—in those days— 
and that he might give him $25. He is the boss today. 

Senator Carpenart. Do you mean he is the fellow who tells you 
whether the beef is Choice or Commercial or Utility? 

Mr. Hernz. Yes, sir. And we can appeal to that higher-up, but 
9 times out of 10 it is the underling that stinks. 

Senator Carpenart. Who is the higher-up? 

Mr. Hetnz. In Washington here, Fred Beer. 

Representative Gamsie. Where is he; in the Department of 

riculture? 

Mr. Hetnz. Marketing and Grading Service. It comes under the 
Department of Agriculture. 

Senator Caprenarr. Let us get back to the black market in Balti- 
more. Do you think there is a lot of black marketing going on there 
at the moment? 

Mr. Hetnz. I said along the East. I could have black market 
immediately in Baltimore if I eared, to come in from Philadelphia and 
New York and Newark. 

The CrarrMan. Are there any further questions? 

I might only say this—that I trust that if you gentlemen have 
anything you might file with us, that you do so. The committee 
certainly appreciates your coming here. 

Mr. Hetnz. There is one thing about it, Senator. In my opinion, 
cattle are like people; they are individuals, there is no pattern that 
you can make them after or gage them by. 

Senator Capehart wants to know what is wrong with the industry, 
that we don’t make over 2 percent. The answer to that is that the 
industries making big money pump out tin cans, for instance, that are 
all alike. Anything you manufacture you can manufacture a million 
of them alike, but you can’t manufacture cattle. 

Senator Capenart. They are all different. 

Mr. Hernz. They are all a little different, the same as you and I. 

Senator Capenarr. Mr. Heinz, you are an eastern packer and I 
suppose I am not insulting you by saying that you are a small packer. 

Mr. Hernz. That is correct. 

Senator Capenart. Do you think that the situation when the other 
two roll-backs go into effect is going to get better or worse? 

Mr. Hernz. i think it will get worse, because, to begin with, take 
$2.50 off these cattle at one time; who is going to have meat the last 
week before the drop? Who is going to kill those cattle? A man 
would not need much brains to fill his house with cattle that day. 

I went after Eric Johnston and asked him if they had to put the 
roll-back in, if we couldn’t put in a quarter of a cent a week. 

He said, ‘That is impossible; too much work.” 

Well, a gradual roll-back of that kind would be a whole lot better 
than chopping two and a half cents off at one time. 
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In my opinion, it just won’t work, and it is not because we don’t 
want to make it work. It just doesn’t happen. 

Senator Caprnart. I have said two or three times—and I am a 
businessman and I am also a farmer and sell cattle, and I raise cattle, 
too, and feed them—but your problem, the problem of the packers, 
is, as I see it at the moment, that of getting the cattle. Just forget 
whether the price is too high or too low. 

The problem is: Are the legitimate packers, those fellows that have 
been serving the housewives of America, are they going to be able to 

et the No are they going to sell the beef, or is it going through the 
lack market? 

Mr. Hernz. The legitimate operator is not going to have the beef. 

Senator Carenarrt. If it goes through the black market the house- 
wife is going to pay more for beef. 

Furthermore, you are going to have to go to rationing. I make this 
prophecy tonight before we leave here, that is, that if we do not get 
this matter straightened out, we will be rationing beef within a short 
period of time, and a big majority of the beef in Thastica will be going 
through the black market. 

The housewives will be lining up in big rows and waiting with their 
red coupon books to get some beef. 

Mr. Hernz. When you get back to your black marketing then all 
the glands and what not that had a lot of value for medicinal purposes 
are going along with the rest of it, because they will not be saved. 

The CuarrmMan. That is true now in certain instances, in isolated 
cases. 

Senator Carenart. I certainly want to disassociate myself with 
any statements that have been made here tonight to the effect that 
it may be necessary to control everything if you are going to control 
some of the things. 

What we ought to do is to do the practical, honest, feasible thing 
rather than saying we have to have a 100-percent pattern here 
eo has to follow. I do not subscribe to that philosophy 
at all. 

Mr. Hernz. This is a pattern where an honest mistake will put you 
in trouble. 

Senator Capenart. I disassociate myself from it. 

Mr. Moore. Senator Capehart, you mentioned that you raise 
cattle. One very important angle 1 would like to bring up is the 
difference between buying in public markets and buying in the interior. 

When you ship to public markets, you sell your cattle that day 
and it does not make any difference to you whether John Morrell & 
Co. bids 33 cents or 33%. If your cattle are sold at 34 you are not mad 
at anybody. 

But I would like to raise this question: If your farmer had been 
selling John Morrell & Co. for 4 years and you had come along and 
you were selling John Morrell & Co., when we come out and tell you 
we can pay you thirty-three fifty and along comes somebody else and 
tells you your cattle are worth 36 cents, what are you going to think 
of John Morrell & Co.? 

You are going to think this: “They have been stealing my cattle, 
and my father’s cattle, for all these years.” 


ee I a at al 








DEFENSE PRODUCTION ACT 519 


That, gentlemen, is the damaging side to this thing in the interior 
market. 

Senator Capenart. And the fellow that is paying 36 cents a pound 
is a black marketeer. 

Mr. Moore. That is right. 

We are trying to operate, and in a free market we would certainly 
pride ourselves on paying the full strength of the market and we 
would certainly want to keep all of our outlets open for people to ship 
ae plant, and that would be true with every man sitting at this 
table. 

Mr. Haynisz. Senator, I would like to clear up one point you made, 
that it does not make a difference what the price is. It does make a 
difference. We want the livestock price to be high enough so you 
will get the production of beef. It costs 34 to 35 cents a pound to 
produce a pound of beef in feed lots today, and if the prices are not 
up to that level, you are not going to get beef produced. 

Senator Capenart. I understand that. I do not think I mis- 
understood. 

What I was trying to say was that your problem was not the price; 
that your problem is getting the cattle to the processor. 

Mr. Haynie. That is the problem with every farmer. 

Mr. Sarru. If I may say this, there is another side to the point Mr. 
Moore made. 

A man called up the other day and he said, “I have 1,200 on feed. 
Will vou take them?”’ 

I said, “Sure, if we can agree on the price.” 

He said, ‘““Three hundred and a week delivery.” 

I asked him about the compliance, and he said, “I don’t want to 
deal with those slimy characters I dealt with the last time. I am 
closing out.”’ 

At about 4:30 the same afternoon, another man called me, with 
460 cattle. He wanted to go out of business. 

He said, “I am not going to go through it again.”’ 

And we will get those in compliance because we figure that has to 
be done. We now have some six or seven feeders who have proposi- 
tioned us. They want to clean up and get out. 

Senator Capenart. There are a lot of them that do. 

The CuarrMan. Gentlemen, this has been a very interesting hearing. 

Thank you very much. 

The committee will stand in recess until 10:30 in the morning. 

(Thereupon, at 11 p. m., the hearing recessed, to reconvene at 10:30 
a. m. Thursday, June 14, 1951.) 
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FRIDAY, JUNE 15, 1951 


ConGress OF THE UNITED SraTEs, 
Joint CoMMITTEE ON Derense PropuctTion, 
Washington, D. C. 

The joint committee met at 7°30 p. m., pursuant to call, in room 
318, Senate Office Building, Senator Sonae R. Maybank (chairman) 
presiding. 

Present: Senators Mavbank, Robertson, and Capehart; Repre- 
sentative Talle. 

Also present: Senators Moody and Ives. 

The CHarrMAN. Let the hearing come to order. 

For the record, Secretary Brannan, I wish to say as one of the 
joint committee that I appreciate your canceilation of your engage- 
ments so that you could be with us this evening to answer many 
questions which I know will be asked of you in connection with the 
beef situation and the roll-back, and the production facilities. 

Secretary Brannan. I am happy to be here. 

The CuHarrMan. I might say, Mr. DiSalle, that I am very pleased 
that you happened to be in Denver and Chicago when we heard about 
the “lost” cattle. 1 know you will want to tell us about that later on. 


STATEMENT OF MICHAEL V. DiSALLE, ADMINISTRATOR, ACCOM- 
PANIED BY ARVAL ERIKSON, CHIEF, LIVESTOCK BRANCH, 
AND WILLIAM C. BURT, CHIEF COUNSEL, FOOD AND RES- 
TAURANT DIVISION, OFFICE OF PRICE STABILIZATION 


Mr. DrSatte. I saw them with my own eyes, Senator. 

The CuarrMan. There were many of them. 

We thought we would start and ask a few questions before the 
television program begins. It won’t be a long program, but I know 
there will be a long session here with the Senators and Congressmen. 

Before we proceed into the official meeting later on, I would like 
to ask this question: How much is the price of beef today below the 
price of beef when you froze other commodities in January? 

Mr. DrSatue. It actually is not lower, but higher. 

The Cuarrman. If you had frozen the price of beef in January at 
that price when you froze other commodities, how much higher would 
it be, than if you carried through the other two roll-backs? The one 
you have in is 10 percent. 

Mr. DrSauuz. The three roll-backs together total about 18 percent. 
Twelve percent of the price increase has occurred since January 1950. 
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The CHarrman. That is the record I want. In other words, in 
January when other prices were frozen, beef rose 12 percent above 
cotton, or anything else. 

Mr. DiSatue. That is right; 12 percent of the roll-back takes the 
price back to the point where other commodities were frozen. 

The CuarrmMan. Are there any other questions? 

Senator Capenart. Mr. DiSalle, in other words, had you frozen 
meat prices at January 23 at the time you froze everything else, you 
would have saved the meat-buying public 12 percent; is that what 
you are saying. 

Mr. DiSatue. No; I would not say that, because at that time we did 
freeze it at retail and at wholesale and at the packer level. 

Senator Carenart. If you froze it, then how could it advance 12 
percent? 

Mr. DrSatue. Live beef cattle rose that much. 

The Cuarrman. It was not frozen. 

It still is not clear to me. If you freeze something, how can it rise 
12 percent? 

Mr. DiSatue. We did not freeze live beef cattle. We froze meat 
at the wholesale level, the packer level, and at retail, but we did not 
freeze live cattle so the live cattle kept rising which caused the squeeze 
at the packing house and at the retail vel 

Senator Capenarr. If you froze the price that the packer, whole- 
saler, and retailer could sell at, how could he buy and sell at a higher 
price and how could prices go up 12 percent? 

The Caarrman. I Gnuner you would not mind my interrupting be- 
cause [ wanted to ask the Secretary a question first, if t. 

Mr. Secretary, what is your summary of the present meat situation? 
After all, you are the Secretary of Agriculture. What do you think 
of the meat situation, the roll-backs and those things which have to 
do with the price fixing of other commodities in January? 


STATEMENT OF CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE 


Secretary Brannan. Mr. Chairman, in view of the high purchasing 
power of the American people and the prospects for still higher 
—— power, I do not think there is any reason to believe that 

ef prices will do anything other than rise. A substantial rise in 
beef prices is to be expected unless there is some effective price control. 

Therefore, in view of the mutual stake of farmers, consumers, and 
businessmen in a stable economy, I think we ought to make price 
control for beef work. 

The Crairman. | know, but the discussion we had here the other 
night was where is the beef? Since Mr. DiSalle had been out through 
the West, I would like to know where all the lost cattle are that 
Senator Capehart, Senator Robertson, Senator Ives, and others have 
been concerned about. Can you tell us where they are? i 

The packers the other night couldn’t say where they went. They 
said they had gone with the wind, so to speak. The Chicago market 
was short, the Sioux City market was short, so forth and so on. 

Secretary Brannan. They did not mean that the cattle had 
evaporated? 

The Cuatrman. They intimated that. 
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Mr. DiSa.xe. Senator, as a result of my trip I would like to report 
there are no lost cattle. We had a week where marketings were 
below the comparable week last year—perhaps 35 percent below— 
but the cattle are in the same place where they have always been. 
They are on the range, they are in the feedlots; they are on their 
way to market. 

A good many conditions contributed to the fact that we did have 
lower marketing in the past week. I do not subscribe to the theory 
that we are facing a strike or that there was a strike on the part of 
anyone. There was certainly some uncertainty on the part of people 
who ordinarily market cattle. This was something new to them. 
They were waiting to see what the developments would be. 

In talking to feeders, and livestock producers, both in Chicago 
and in Denver, I found that they are patriotic citizens, they will 
cooperate, and that they will go along with this program just as 
soon as they determine that this is the program. 

Senator Rosertson. Mr. Chairman. 

The CHAIRMAN. Senator Robertson. 

Senator Ropertson. The testimony Wednesday night was that on 
one day 1,500 cattle were sold in the stockyards of Chicago which 
were not bought by the licensed slaughterers who were bidding on 
those cattle. They said the reason they were not purchased was 
that the cattle sold above the price that they were authorized to 
pay, and still be in compliance. 

‘heir question to us was: What became of those 1,500 steers? 

Mr. DrSa.te. Senator, I am here to tell you tonight that we have 
records of purchases at all markets. We know who bought the 
cattle; where the cattle have gone; and there are not 1,500 cattle 
that have disappeared or that are lost. We know where every head 
of cattle has gone that had been marketed since this roll-back regula- 
tion went into effect. 

The CuatrMan. Has anything gone into the black market? 

Mr. DiSatue. Certainly not. Most of the people on the Chicago 
market are people who have been operating there for years. 

I have here with me tonight, in case you want to see them, the 
record of the purchasers, how many were purchased, and so forth. 

The CuarrMan. I refer to the testimony 2 nights ago. 

Mr. DrSatue. We have a breakdown here according to the States 
where they were delivered, who the purchasers were; who they were 
bought for, how many were bought directly by the packers them- 
selves—every bit of information, and there isn’t one head of cattle 
we can’t account for. 

Senator Roserrson. Is it true, as the people testified to us Wednes- 
day night, that those cattle sold above the price that they could 
afford to pay, and stay in compliance? Did they sell above the 
price for that grade of cattle on that particular day? 

Mr. DiSauuie. Depending largely on the packers and the method 
of operation, the prices on the Chicago market have not yet been 
reduced to the point where we could say that every purchase would 
indicate that the packer would remain in compliance on that individual 
purchase. 

The indications are that the prices have been reduced to a point 
where they will be able to average out during their accounting period 
and stay in compliance. 
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Today we have had some figures from the west coast, and we find 
that the marketing out there has been operating smoothly, the packers 
are buying in compliance; that they are buying in greater quantities 
than they were able to buy a year ago, and that the total operation 
out there has been very good. 

For example, just at random, here, I have the report for June 6: 
Sold for interstate shipment to slaughterers—we have the summary 
by States: 

Connecticut, 24; Indiana, 139; Massachusetts, 92; Michigan, 218; 
New Hampshire, 494; New York, 803; Ohio, 663; Pennsylvania, 400; 
Wisconsin, 267. We have the names of the buyers. 

The CuarrmMan. Could the cattle have been graded wrong? 

Senator CapEHART. May we ask questions about these respective 
subjects as we go along, before we change the subject? 

he CuarrMAN. The only subject is the beef subject. 

Senator Capenart. I understand. You say you know where these 
cattle go. You get that information from the markets themselves? 

Mr. DiSauue. That is right. 

Senator CapeEHart. The law requires that you keep a record. 
Therefore, it is simple for anyone to go to any markets and ask them 
for the record on that day of who bought how many cattle and to 
whom they were shipped; is that correct? 

Mr. DiSauue. That is correct, Senator. 

Senator Carenart. There is nothing new about that. You haven’t 
instigated that yourself; it has been going on for many, many years. 

Mr. DiSauue. We try not to instigate anything. 

Senator Carpenart. There is nothing new about it. 

Mr. DiSauuez. It is just a system we have instituted, so that as 
far as our own enforcement people are concerned, they can follow 
cattle from market to destination. 

Senator Carpenarr. In other words, any cattle that were sold 
through a central market, an organized stockyard, you will be able 
as time goes on, to know exactly how many cattle were sold, to whom 
they were sold, where they were shipped, and at what price they 
were sold? 

Mr. DiSautue. That is right. 

Senator Carenart. Which brings me to this point: 

If you want to and if you have an efficient staff, you are able to 
trace the cattle that are sold through the duly organized markets to 
the ultimate processer? 

Mr. DiSa.uz. That is right. 

Senator Capenart. That means, then, that you will be able, to 
know who is in the black market and who is not in the black market, 
will you not? 

Mr. DiSauus. If there is a black market. 

Senator Capenart. Are you intimating that there is not a black 
market today? 

Mr. DiSatue. I am not intimating, Senator; I am saving there is 
not a black market today. 

Senator Carenart. There is not a black market? 

Mr. DiSauue. That is right. 

Senator Capenart. How do you know there is not a black market? 

Mr. DiSauue. Because we can account for the marketing of beef 
and all the marketing of beef in all the principal markets in the 
United States. 
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Senator Carpenart. How can you account for what may be pur- 
chased from a few million farmers? 

Mr. DiSaute. I certainly don’t feel that the farmers are black 
marketeers. 

Senator CapeHart. Of course, the farmer is never a black mar- 
keteer, but you know as well as we do that under the law a man can 
go directly to the farm and buy from the farmer his cattle, pay him 
any price he wishes to pay him for it, and pick the cattle up in his 
own truck, or ask the farmer to deliver the cattle to any given point. 
Is that correct? 

Mr. DiSautxie. That would not be a black-market operation. 

Senator Capenart. It would not be a black market operation, even 
though the man who bought the cattle went and butchered them and 
sold them at 5 cents, 10 cents, 15 cents on the pound higher than 
your ceiling price at retail? 

Mr. DiSatue. You are making that very “iffy.” 

First of all a man in order to slaughter in compliance must be a 
registered slaughterer, registered under our regulations, and we have 
frozen the number of slaughterers. Under the quota system, we can 
establish whether the man is slaughtering in compliance, or not 
slaughtering in compliance. 

Senator Carenarr. How are you going to control the prices at 
which he sells? We had a gentleman right where you are sitting night 
before last where he said that today he could have sold beef at any- 
where from 3 to 6 cents a pound above your frozen price. 

Mr. DrSatxie. You refer to retail beef? 

Senator Capenarr. He sat right where you are sitting night before 
last and said he had an opportunity, to have indulged in the black 
market. 

Mr. DiSatue. We run down a great many of those rumors, Senator. 
We usually find them unfounded. 

Senator Caprnarrt. Are you intimating that the man deliberately 
lied night before last? 

Mr. DiSaute. I didn’t say that, Senator. I didn’t hear what he 
said. 

Senator Capenart. You said you ran them down and found they 
were rumors. 

The gentleman was a witness before this committee. 

Mr. DiSautuie. That particular witness I would not know about. 

Senator Caprenarr. | do not think it is right for Mr. DiSalle to 
deliberately say— 

The Cuatrrman. He said he runs down the rumors. 

Have you given Mr. DiSalle the rumors? 

Mr. Hernz. I have reported to Mr. DiSalle quite often the daily 
market reports of the Department of Agriculture, where people are 
selling over the ceiling. 

Senator MaysBank. Everybody has the daily market reports. 

Let me get one thing straight here right now: If you had frozen 
the price of beef in January when you froze the price of other com- 
modities—but then it is vulgar to make comparisons; I know that. 
Beef would not have gone up the other 12 percent, in your judgment? 

Mr. DiSatie. I am convinced they would not have gone up. 

The Cuarrman. If the freeze had been put in it would not have 
gone up the additional 12 percent? 
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Mr. DiSauue. That is right. 

The CuarrMan. I want to show that what the farmers are worried 
ne is the roll-back. They fear it might be rolled back further, on 
and on. 

: mma Rosertson. Mr. Chairman, I would like to follow up that 
idea: 

Mr. DiSalle said that if he had frozen beef in January it wouldn’t 
have gone up 12 percent. Then, Mr. DiSalle, you rolled the price 
back 10 percent? 

Mr. DiSauue. That is right. 

Senator Rornertson. Now, I understand you propose to roll it 
back another 9 percent because it went- up 12 percent. That makes 
19 percent. Would you discuss that phase of the matter? 

Mr. DiSauue. I will be glad to. 

I did not know just how we were going to proceed. I did not have 
a prepared statement, but I did want to cover the background of the 
beef regulations and the reason for the issuance, if the committee 
would permit, and I think in that coverage we might answer a good 
many of the questions that the members of the committee have. 

The CuarrmMan. Now, let’s ask Mr. DiSalle questions. 

Senator Rorerrson. I just asked him the question why he is going 
to roll them back 19 percent, because they went up 12 percent. 

Mr. DiSauie. There are other commodities and other prices that 
will be rolled back past the December 19—January 26 level. 

Senator Roperrson. I saw in the paper today that you had rolled 
back the price of clothing but the consumer wouldn’t get it any 
cheaper. That is what the newsboys put out to be the end result. 

Mr. DiSatuie. Wherever the prices are lowered at the manufac- 
turing level they will be reflected at the retail level 

Senator Ives. Mr. Chairman, may | ask Mr. DiSalle a question? 

The Cuarmman. Certainly. 

Senator Ives. I have a question which has been put to me, Mr. 
DiSalle, and that is why is it that the wholesalers, and everyone, had 
the price frozen? Did the packers in the first instance proceed to 
bid the price up? 

Mr. DiSauue. | think, Senator, largely because they wanted to 
stay in business, and keep their customers and keep their source of 
supply going and their business operating. 

Senator Ives. I mean, after all is said and done, they have been 
led into a situation where they aren’t getting any meat, so this doesn’t 
help them. At least, according to their story the other night, they 
are not getting very much. 

Mr. DiSatue. I think the picture has been changed since the other 
night. Yesterday’s marketing was 99 percent of the same day a year 
ago. It has been 98, 97, and 99 percent the last 3 or 4 days. 

Marketing outside of Monday this week has been very normal. 

Senator CapgeHart. May I ask this question: What percentage of 
the marketing yesterday or today was bought by order buyers shipped 
out of the 12 central markets to other points, in proportion to that 
which went to the regular packers? 

Mr. DiSauue. I do not have the figures for yesterday on that, but 
I do have the figures for last week. 

Senator Capenartr. Mr. DiSalle, do you agree in World War ITI 
we did have a big black market? 
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Mr. DiSauue. Yes. I would say that in World War II you did 
have an illegal operation. I think it is well to define “black market.” 
The popular conception of black market is when somebody slaughters 
a steer out in a back-yard space, and sneaks it in the dead of night. 
I think in the black-market conception of World War II they in- 
cluded all beef that was sold over ceiling. 

Senator Carenarr. | think a better definition of the black market 
is that which is sold above the legal price. I think that is the best 
definition of a black market. That is the black market, as far as I 
am concerned. 

You agree that there was a black market in World War II? World 
War II the cattle didn’t dry up and die and fly away, as has been 
intimated here tonight. The cattle were still there, and the cattle 
were butchered or slaughtered and the cattle finally found their way, 
of course, into the market and were consumed by someone. 

However, a great majority of it—I don’t know what percentage, 
and I do not suppose anyone does—was sold at above the ceiling. 
It got so bad during World War II, as you know, that the regular 
packers, those who normally supply the trade, of course, were unable 
to get sufficient cattle to keep going in a normal way. 

Now, the cattle did not disappear. They simply went into black 
market. 

Now, can you tell us what plan you have at the moment to elimi- 
nate the experience that we had in World War II? How are you plan- 
ning to eliminate the experience we had in World War II? I think 
that is the thing in which we are interested, and I think that is the 
thing in which the people are interested. 

After listening to the packers night before last, I am thoroughly 
convinced that the thing in which they are interested is whether or not 
they are going to be able to buy, at the ceiling price, sufficient cattle 
to keep their plants going and sufficient cattle to supply the normal 
trade, or whether or not the cattle are going to be bought from out 
from under them at higher than ceiling prices, or in some other way, 
and they will experience the same thing that they did in World War Il. 

I think that that is the big thing that I would like to get clear, and 
whether or not we need any new legislation in order to enable you, 
who have the responsibility of controlling prices, to keep the meat 
going through the regular channels and to keep the packers that 
are now in business, that have the methods of distribution, to keep 
their yards and their warehouses filled with meat. Is the meat 
going to go in a roundabout way into the market, and the housewife be 
forced to pay above-the-ceiling prices for it, and are we going to have 
the same experience as in World War II—have the same experience 
now we had in World War II, namely, that we are going to have to 
ration because this meat disappears from the regular marketing 
channels? That is the big question. 

Mr. DiSauue. Senator, I will be glad to try to answer that question 
and compare the differences that exist today under the program that 
we have initiated over the program that existed in World War LI. 

In World War II you did not have the freeze of slaughterers. 
You have thousands of slaughterers who came into the business during 
World War II, and they were the source of your black-market opera- 
tion. 
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Today we have frozen as of January 1951 the slaughterers that were 
in business at that time, and have issued quotas. 

Senator Capenart. You say January 1, 1951? 

Mr. DiSatue. That is right. 

Senator Carenart. Does that mean you are not going to issue a 
single additional slaughtering license? 

Mr. DiSatxe. It does not mean that. It means that slaughtering 
licenses will be issued only if the economic necessity of that license 
for the community is demonstrated, or some peculiar hardship 
circumstance develops. 

Senator Ives. Does that mean that illegal meat will not be 
slaughtered? ‘That is what we are interested in. 

Mr. DiSatue. It means we have attempted to confine the slaughter- 
ing of cattle and other livestock to those people who were legitimately 
in business at the time of the outbreak of the Korean incident. 

Senator Ives. You have attempted to do that, but are you sure 
you are going to be able to? 

Mr. DrSatte. Yes; that is right, Senator. 

Senator Ives. What would prevent my opening a slaughter house 
illegally in my part of the country? 

Mr. DiSauue. Legally? 

Senator Ives. No. Legally, of course, I couldn’t do it, but what 
is to prevent me from doing it? Suppose I did? Suppose every 
Tom, Dick, and Harry starts to do it up in my part of the country— 
by the way, you might be interested to know we are having cattle 
rustling up there. It is something new in my section of the country. 

Mr. DiSatie. Whenever you have a law you have an attempt to 
violate that law. That doesn’t mean you scrap your laws because 
some people attempt to violate them. 

Senator Ives. | want to know what you are going to do about it 
when this thing starts. It apparently is going to start. I am not 
condoning the violation at all, I am just asking you to follow out 
Senator Capehart’s questioning; what are you going to do about it 
when this thing starts, as it probably will do one of these days? 

Mr. DrSauie. We will do the same as any law-enforcement agency 
when there is a violation of the law. Certainly our people will be 
around and they will know whether or not there are violations. 

Senator Ives. Are you sufficiently geared to follow these things 
out? 

Mr. DiSauie. Weare very well set up and havea good enforcement 
program. 

Senator Rosertson. I would like to ask Secretary Brannan a 
question. 

Secretary Brannan, all the testimony we have received so far from 
producers has been to the effect that considering the 10-percent 
roll-back, which according to Mr. DiSalle puts a price on beef just 
2 percent higher than it was last January, who feed out their cattle 
with corn and cottonseed meal, are going to take a loss on the next 
4.5-percent roll-back and a still greater loss on the second 4.5-percent 
roll-back. Is that true? 

Secretary Brannan. Senator Robertson, we supplied the House 
Agriculture Committee with a series of tables and charts and other 
information which bears upon that subject. I think we have a supply 
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here tonight and if you would like to have them before you, I will 
furnish them. 

Senator Rospertrson. I just asked you a simple question. I don’t 
want to see a lot of charts and tables. Either it is true or not true. 
I wish you would tell me. 

Secretary Brannan. I will just read you a part of the table that 
I have reference to. 

Senator Ropertson. Couldn’t you interpret it for me? 

Secretary Brannan. The man who bought heavy steers for $33 will 
make $14 under reasonable normal operation. He will make $14 
under the first roll-back, but will lost about $3 under the second 
roll-back. 

The CuarrMan. How much under the third? 

Secretary Brannan. We do not have the specific figures, but it 
would be in the neighborhood of $17 or $20. 

The CuHarrman. That is what is concerning the farmers; the con- 
tinued roll-back, because they do not know how much further back 
it is going to be rolled. If it had been frozen in January, as Mr. 
DiSalle stated, if would have been frozen 12-percent lower than the 
price was before he rolled it back and that is the question I want to 
know the answer to. 

Beef is not too high. I have never said that. However, I think it 
should have been frozen in January when cotton and other commodi- 
ties were frozen at the same time in the January freeze order. 

Senator Ropertrson. Mr. Chairman, there is a difference of opinion 
as to how much they will lose, but apparently there is no difference of 
opinion that they will lose money. 

Secretary Brannan. Now, Senator, if you will bear with me a little 
further I would like to point out to you that the man who pays as 
much as $33 for yearlings, for a short-feed operation, will make money, 
under the first roll-back about $15, and break about even on the second 
roll-back and may lose a little under the third. 

Representative Tatute. Will the Senator yield to me? 

The CHarrMan. Go ahead. 

Representative Tauue. I would like to know what you consider a 
short feeding period. 

Secretary BRANNAN. Sixty to ninety days is a short feeding period. 

Representative Tatie. The general testimony is that it takes 6 
to 7 months to produce prime beef. 

Secretary Brannan. That is a long feeding operation, usually. 

That is the way you fatten out a steer. There isn’t any question 
that the man who bought fat steers and paid $35 for them is going to 
suffer. But the man who bought yearlings for the same price can be 
in business and make money. The man who bought yearlings for a 
long feeding operation can make a lot of money and the man who 
bought calves under the first roll-back of $33 or $34 can make $50 a 
head on the first roll-back and $36 a head on the second one. 

Senator Roperrson. I got a letter today from a Virginia constitu- 
ent who is doing that very thing, bought calves at $33 and he says he 
is going to lose money. Who would know about whether he is going 
to lose money? You in the Department of Agriculture or the man who 
is looking at the loss right on the farm? 
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Secretary BRANNAN. Now, Senator, in every business on the face 
of the earth there are those who are good efficient operators and 
there are those who are marginal operators—not perhaps because of 
their own capabilities but because of their resources but we are 
talking of the average. We have tried to lay before you a table which 
was based upon the averages. 

Senator Rozerrson. Just limit this to Colorado. Will the farmers 
in Colorado who think they will lose money by feeding out their steers 
feed them out or sell them as quick as they can? 

Secretary Brannan. The man who thinks he is going to lose money 
under the second roll-back is going to market his animals next month. 
Sure he is. 

Senator Roperrson. And the man who thinks he is going to lose 
money on the second roll-back, is he going to sell before he loses it, 
or is he going to feed them out and take the loss? 

Secretary Brannan. He will sell them before the next roll-back 
comes. 

Senator Ropertson. If we have enough farmers who are convinced 
they are going to lose money on these next two roll-backs, who refuse 
to feed out, what effect will that have upon the supply of meat and 
on the quality of meat coming to the market? 

Secretary Brannan. It will have little effect upon the quality, 
Senator, but it will distort the normal marketing pattern. However, 
I say to you if we don’t do something about the price of beef the 
normal marketing pattern would be seriously distorted and many 
other serious things would happen. 

Senator Roperrson. If it has no effect on the quality of beef, why 
do we have so much difficulty in getting a grade of prime, on our grass- 
fed steers in Virginia, on the ground that they are not marbled out 
sufficiently? 

Secretary BRANNAN. That is a process of nature, and not a process 
of economics. Usually, if you are trying for a prime animal, you 
will probably feed him some grain and not try to finish him up on your 
grass. 

Senator Ronertrson. They are just trying for a grade of good. 

Secretary Brannan. You can finish out plenty of good animals 
on grass. 

Senator Ropertson. We have had a good many instances where 
they thought that they were good when they tried to sell them, but 
they got graded down below that. 

Secretary BRANNAN. I am not going to argue with that. I am not 
going to say that every man gets a fair grade when he goes to the 
market place. 

Senator Roperrson. Let me ask you this question, just from a 
theoretical standpoint: In increasing the supply of meat, is it desirable 
to feed them out with corn and cottonseed meal, or just send them to 
the market with the best you can do on the kind of grass you have? 

Secretary BRANNAN. No; this country has a taste for the well 
finished beef. Therefore it pays to fatten them with grain, and for 
that reason we have been trying to produce enough grain to fatten 
animals. 

Senator Roserrson. I got a letter today from the president of the 
Safeway Stores, and he said he sold in 21 States and District of Colum- 
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bia and sold meat to 12 million customers. He said he bought his 
meat not by OPS cuts, but by carcass. Is that correct? 

Secretary Brannan. I am sure that Safeway buys by carcass. 

Senator Rosertrson. He said when he bought by the carcass, he 
had to make 42 OPS cuts out of it. Do you reckon that is true? 

Secretary BRANNAN. That could be true. I would rather Mr. 
DiSalle would talk on it. 

Senator Roserrson. He says when he makes those 42 cuts out 
of it, that OPS knew the popular cuts, and they put the price below 
what they were worth. He knew what the unpopular cuts were, and 
they put it above what they were worth, and told him that he had to 
sell at those prices or he couldn’t come out. 

What should I tell that man? 

Secretary Brannan. I am not an expert on butchering meat, but 
I haven’t heard very many people say that the butchering regulations 
are irregular. 

Senator Ronerrson. He sent me a chart. It shows one cut that 
he says is overpriced 45 cents a pound more than it is worth, and more 
than he would normally sell it for, but that is the price that OPS 
says you have to charge for it. 

Secretary Brannan. That is a question for Mr. DiSalle. 

Senator Rosertrson. Then this question is for you. Do you favor 
continuing the two future roll-backs, or do you favor abandoning 
those two future roll-backs? 

Secretary Brannan. On the basis of the information before us, I 
favor the roll-backs. 

Senator Roperrson. Continuing the future roll-backs. 

Secretary BRANNAN. Yes. 

Senator Rosertrson. And roll the price back 19 percent below 
what it was last January? 

Secretary Brannan. That is correct, sir. 

Senator Rosertson. Do you favor rolling back any wages? 

Secretary Brannan. I am perhaps not so well informed on that 
one, but perhaps there should be some. 

Senator Rosertson. You would hesitate to specify which union; 
would you? 

Secretary Brannan. Yes; I would, sir, because I don’t know the 
wages of various unions. 

Senator Ronertson. You don’t know of any that have been rolled 
back; do you? 

Secretary Brannan. I don’t know, sir; maybe there have been. 

Senator Roserrson. You know of a good many that have in- 
creased; don’t you? 

Secretary Brannan. I would recognize that. 

Senator Roserrson. Don’t you think, Mr. Secretary, if in this 
emergency we were successful in holding prices at substantially what 
they are now, we would be doing a pretty good job? 

Secretary BRANNAN. Well, we are all working our hardest to achieve 
stability. Where we can level off and attain that stability, the 
sooner we do it, the better it is going to be for all of us. 

If we can obtain stability tomorrow with the maintenance of the 
economic situation as it is, of course it would be desirable. I am 
not certain that that is going to be as possible as it sounds. 
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Senator Roserrson. It was testified here Wednesday night by 
Judge Montague that when these next two roll-backs occur you will 
have rolled back the price of beef below parity. 

Secretary Brannan. That is not correct. 

Senator Roperrson. It is not correct? 

Secretary Brannan. No, sir. 

The Cuarrman. I think he said below pre-Korea. 

Secretary Brannan. If it is, it is unlawful. 

Senator Ropertson. He said it was unlawful. He said what you 
were doing was unlawful. 

Senator Carenart. Mr. Brannan, do you think the price of prime 
cattle was too high in 1948? 

Secretary Brannan. I am afraid I would have to refer back and 
see what they were, then. 

Senator Capenart. The average price was $35.24. That was the 
average, and some sold for over 40 cents a pound. 

Do you think they were too high in 1948? 

Secretary Brannan. That type of sales probably were. 

Senator Carpenart. Too high? 

Secretary Brannan. They probably were. 

Senator Capenart. Then you disagree with the Vice President of 
the United States, who was then running for Vice President, who was 
in Springfield, Ll., on September 19, 1948, when he said that the price 
of cattle at that time was 40 cents a pound, and hogs were 30 cents 
a pound, and he advocated the election of himself and others on the 
basis that if they were elected they would keep prices of cattle at 
40 cents a pound and hogs at 30 cents a pound. 

Did you disagree with him at the time? 

Mr. DiSauue. I don’t think the Vice President was making an 
economic speech at that time; was he? 

Senator Capesartr. He was trying to get votes. 

My point is, were they too high then? 

The CuarrmMan. There is nobody trying to get votes around here 
now, because if I have anything to do with this Defense Production 
Act I want nothing to do with Republicans or Democrats. I want 
to do something for Americans and that is the only reason why I 
would have anything to do with it. 

In my State they want no part of any price controls, but I am going 
to have a part in it, for America. I want that distinctly understood. 

Senator Carprenarr. The question is: Were the prices too high in 
1948, and if they were, why didn’t we do something about it? 

Secretary BRANNAN. Now, Senator Capehart, I think you have 
to go back and look at the prices in 1948. Perhaps some Choice 
animals came in and sold at 35 cents and 40 cents. Maybe the blue- 
ribbon animals sold for as much as 60 or 70 cents. Under the cir- 
cumstances, the blue-ribbon beef probably is entitled to bring that 
kind of a price in a particular situation. 

Senator Carenartr. We are not talking about that. The average 
price was $35.24. 

Secretary Brannan. On the hoof for Prime animals? : 

Senator Carenarr. That was for Prime during the entire year of 
1948. 

Secretary Brannan. In 1948, the Prime animals were probably 
a very small percentage of the total amount of animals coming to the 
market. 
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Senator Carenarr. And hogs were, as you know, selling at 30 
cents a pound, or $30 a hundred. They are now down to $21 or $22. 

Now, one other question, I think for Mr. DiSalle or yourself: 

Why is it that hogs, pork, which is not controlled at the moment— 
there is no price control on hogs at all? 

Secretary Brannan. They are below parity. 

Senator Capenart. They are below parity. Why is it they are 
not increasing in price? 

Secretary Brannan. I think they went up, on the average, a dollar 
last week, or this week. 

Senator Capenart. They have been moving from 20 to 21 to 21%. 
Why haven’t they gone through the roof? 

Secretary BRANNAN. Because we have probably one of the largest 
supplies of pork that we have had in our history, and in relationship 
to the demand they are at a lower level in the market place. 

Senator Capenarr. I agree with you, the reason they are not going 
up is because there is a big supply. 

Then is the reason that cattle are as high as they are because there 
is a shortage of cattle? 

Secretary BRANNAN. Presumably there is a shortage of cattle in 
terms of the demand for beef at the present time. Notwithstanding 
the fact that last year we increased our beef anima! numbers in this 
country by 4.1 million, and increased them in 1948 by 1,800,000. 
The increase in beef animals has been taking place since 1948. 

Senator Ives. How much is it going to be this year? 

Secretary Brannan. | do not know whether anybody is prepared 
to make that estimate at this time, but from all indications it will be up. 

Senator Capenartr. Why, Mr. DiSaile, are bulls on the eastern 
seaboard selling at $49.50—that is, the animal, while Canadian bulls 
are selling for $60 in New York City? The carcasses? 

Wiil you take my word for it that that is the truth today, and that 
is the market in New York? 

Mr. DriSatue. Mr. Erikson, do you know about that? 

Mr. Ertxson. There is no restriction on a person going to Canada 
and buying bulls and bringing them down. 

The price I think you have reference to, Senator, is where the buil 
meat is brought in by sausage manufacturers for their own use and 
not for resale. 

Senator Carenart. Then you have no control over the price that 
Canadian beef sells for in the United States? 

Mr. Errxson. Any Canadian beef sold in the United States is to 
sell at our legal ceilings for American meat, but in this case these 
manufacturers go into Canada, buy the meat and don’t resell it. 
They make it into sausage and it is sold out as sausage at ceiling prices. 

Mr. DiSautue. None is sold at retail. 

Senator Capenart. Then the Canadian farmer is getting better 
prices for his meat in the United States than the American farmer? 

Mr. Errxson. Where the meat is brought in by a manufacturer, 
yes; but that is a very small amount. Most of the meat coming in 
from Canada comes in and is resold and must sell at our ceilings and 
most all of it, as far as I know, is selling in that fashion. 

Senator Capenarrt. Is it not also a fact that Canadian steers are 
selling at a higher price in the United States today than the American 
steer? 
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Mr. Erikson. I do not think that is true, Senator. 

Senator Capenart. Are you certain? 

Mr. Erikson. I was in Seattle just last week, and a lot of the 
Canadian cattle and Canadian meat comes into that area. I checked 
with them, and they said it is moving at the price of the American 
product. 

Senator Capesart. Do you, Mr. DiSalle, have any way of knowing 
what is paid for Canadian cattle and then when they are brought into 
the United States, do you have any way of knowing at what they are 
sold? 

If you have no way of knowing about it, do you recommend we do 
something about the law to give you that right? 

Mr. DiSauue. We have no way of knowing, as Mr. Erikson pointed 
out, what a sausage manufacturer might pay for beef in Canada. We 
do have a ceiling at what he can sell his sausage for. 

We have the ordinary enforcement techniques in the event there is 
an attempt to sell Canadian or any other kind of beef at over-ceiling 
prices. 

Senator Capenarr. Mr. DiSalle, do you have sufficient power at 
the moment under the law, or do you think we should change the law 
in any way to enable you to control what many of us are afraid is 
something which is going to be a black market in beef? 

Do you feel confident that you are going to be able to handle it? 

Mr. DiSauuie. We have asked for two or three enforcement tech- 
niques, as amendments to the act. 

Senator Capesart. What are they? 

Mr. DiSauue. One was the licensing provision. 

Senator Capenartr. You have that now. You just told us a mo- 
ment. ago you were licensing all the slaughterers. You have that 
privilege now, do you not? 

Mr. DiSatie. We have no authority to revoke at the retail or at 
the packer level; no. 

Senator Capresart. But you do have the right now to license 
slaughterers. 

Mr. DiSatue. Yes; we do. 

Senator Caprnartr. And you have the right to revoke the license? 

Mr. D1Satie. We may penalize by taking quotas away. 

Senator Carpenart. If you have the right to license these slaughter- 
ers do you not have the right to take the license away from them? 

Mr. DiSatue. We can only penalize them by taking their quotas 
away. 

Senator CapeHnart. Under what circumstances can you take a 
license away from a slaughterer? 

Mr. DiSatie. We have no power of revocation. 

Senator Capenart. Do you mean ct a found him selling at over- 
ceiling prices there is nothing you could do? 

Mr. DrSatue. We can deprive him of his quota. 

Mr. Burr. The slaughter control registration and licensing was 
under title I of the act, which is the allocation authority under the 
act, and we are asking for authority there under the act’s price pro- 
visions, under title [V. 

Senator Capenart. You are asking under title IV, the right to 
revoke the license of any businessman in America, a retail merchant, 
a shoe merchant, or any other merchant, but I thought you had the 
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right to license the slaughterers, and having the right to license them, 
I thought you must have the right to revoke the _sthad 

Mr. DrSatue. Actually, the licensing amounts to a registration on 
the part of the slaughterer. The only penalty we feel that we can 
inflict outside of the criminal penalties of the act is to revoke his 
quota or penalize him by loss of quota. 

Senator Caprenari. Mr. DiSalle, Mr. Mosher testified that he was 
a member of your advisory committee. Mr. Mosher testified he was 
a member of your advisory committee and under the law you must 
consult with him under section 404— 
in carrying out the provisions of this title the President shall so far as practicable 
advise and consult with and establish and utilize committees of representatives 
of persons substantially affected by regulations or orders issued hereunder, includ- 
ing representatives of businessmen, workers, and consumers. 

Now, at page 1357 of the Senate Banking Committee hearings 
Mr. Mosher testified that you did not consult with them and told 
them there would be no roll-back. 

I could read the entire testimony but I do not know that it is 
necessary unless you want me to do it. 

Did you consult with them? 

Mr. DiSauuie. Was he referring to me personally? 

Senator CAPEHART (reading): 

You asked me about OPS. We were asked by telegram to come here, I believe 
on the 27th of March, and act as an advisory committee to Director DiSalle. 
There were about 22 asked, and about 16 came. We met one day, at which time 
Mr. DiSalle came in, I think, for about 15 minutes, and made some remarks and 
left the floor open to ask a few questions. 

I could go on. 


Senator Bricker. Was anything said at the conference about roll-backs by 
Mr. Erickson or Mr. DiSalle? 

Mr. Mosuer. We understood there would be no roll-backs. 

Senator Bricker. Where did you get that idea? 

Mr. Mosuer. We got that by implication. Whether it was stated I am not 
sure, but we went away from there with the impression that there would be no 
roll-backs. 

The CHarrMan. Just stick to direct questions, and let’s get down 
to facts. 

Senator Caprnarr. I will ask a direct question: 

Did you consult, as required by law, with an advisory committee, 
or did Mr. Mosher perjure himself when he appeared before this 
committee? 

Mr. DiSatue. He said there was a meeting of the livestock com- 
mittee. We had a meeting of the livestock committee. 

Senator Capenart. He said it lasted for about 15 minutes. 

Mr. DiSauue. He said I was present for 15 minutes. That meeting 
lasted the best part of the day. 

Senator Capenarr. He testified before this committee, and anyone 
can read it, that there was not a compliance with the law in respect 
to the advisory committee. 

Mr. DiSatue. That isn’t so, Senator. We did have a meeting of 
the livestock advisory committee; we did consult with them and, as 
far as I am concerned, I never told a livestock producer or committee 
of livestock producers that there would be no roll-backs. 

Senator Capenartr. Was Mr. Mosher a member of this advisory 
group? 
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Mr. DiSa.te. I am taking it for granted that he was. W** =? ™ "4 

Mr. Erickson. Mr. Mosher is not a member of that committee 
but he was invited to attend that particular meeting, and was there to 
consult with us. 

Senator Capenart. He is not a member? 

Mr. Erickson. He is not an official member: no. 

Senator Carpenart. Would you give us for the record the names of 
the members of that advisory group? 

Mr. Erickson. I will be glad to. 

Senator Capenart. You don’t need to do it now. 

The CHarrMan. Put it in the record. 

(The information referred to follows:) 


Orrictat Livestock Inpustry Apvisory Commirree Meetinc Heitp On Marcu 
27, 1951, WasHINGTON 

Present: 

E. Howard Hill, president, Iowa Farm Bureau Federation, Minburn, Iowa, 
P. E. Williams, Crescent Valley Ranch, Davenport, Fla. 

John Guthrie, Portersville, Calif. 

Don L. Short, Medora, N. Dak. 

Alan Rogers, Ellenburg, Wash. 

C. B. Watson, DeKalb, Il. 

Jay Taylor, Amarillo Building, Amarillo, Tex. 

Frederick Sherer, Coleridge, Neb. 

Frank B. Davis, Greeley, Colo. 

C. J. Kaney, Kansas City Live Stock Exchange, Kansas City, Mo. 
Albert K. Mitchell, Albert, N. Mex. 

In addition, the following were invited to attend to discuss problems relating 
to live hogs: 

Theodore Anderson, Missouri Livestock Association, Montreal, Mo. 
John L. Olson, Nobels County Livestock Imporvement Association, Worthington, 

Minn. 

Herman Mosher, Texas Cattle Raisers Association, DeKalb, Tex. 
Richard Stephens, Crawfordsville, Iowa. 

Fred H. Tomlin, Pleasant Plains, Ill. 

Waldo W. Weeth, Coalings, Calif. 

Roland H. Mullinix, Woodbine, Md. 

The CHatrman. Congressman Talle has a question he would like 
to ask. 

I want to know what effect the further roll-back is going to have on 
production and on the consumers. People in my State are not 
interested in the price of beef. 

Go ahead, Mr. Congressman. 

Representative Tatue. Thank you, Mr. Chairman. Will you 
permit me to preface my egaceee with a little statement? 

The CaarrMan. Go right ahead, Mr. Congressman. 

Representative Tauue. I seem to be the only Representative from 
the more numerous branch of the Congress, tonight. 

The CuatrmMan. We are delighted to have you here, Mr. Congress- 
man. , 
Representative Tatie. Thank you kindly, Mr. Chairman. My 
memory is fresh as to what happened last Wednesday night. There 
are three words that stand out from that meeting. One is “inflation.” 
If it were not for that, none of us would be here tonight. I know 
that; inflation is the problem. ' 

I think we are agreed that the answer is “production.” That is why 
we called in representatives of the meat industry last Wednesday 
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night; to ask them why we weren’t getting production. I think I am 
right in saying that they were agreed that the reason why we are not 
getting production is the problem of “compliance.’’ ‘There you have 
the three words: “inflation, production, and compliance.”’ 

It would help me, I know, as a member of the Banking and Currency 
Committee that is writing this bill in the House, if we could have 
the issues in these two meetings more or less meet head on. 

I should like to know why it is not possible to comply. Obviously 
if they can’t comply we won’t get production and if we don’t get pro- 
duction we are not solving inflation, as far as beef is concerned. 

My question is: Is there substance to the testimony given last 
Wednesday night that the packers, who have a good name and who 
have operated for a long, long time, cannot comply under the regula- 
tions and produce beef? 

Mr. DiSatue. Congressman Talle, I have been trying to make a 
statement to this committee ever since we started the hearing. If I 
could only make the statement, I think it would answer most of the 
questions. 

Representative Tautite. Mr. Chairman, could I yield some of my 
time to Mr. DiSalle so that he may make a statement? 

The Cuarrman. If it is agreeable to the committee, it is agreeable 
tome. I just wanted you to be recognized because we appreciate your 
being here. 

Mr. DiSalle, you go ahead. 

Senator Carpenarr. I don’t like the inference of Mr. DiSalle that 
he isn’t going to be given a chance to talk, because he is. As far as I 
am concerned, I will stay here until 12 o’clock. It is a question of 
whether you talk first or we talk first, and I don’t care. 

You are going to be given plenty of time to talk, unless you just 
deliberately get up and leave. 

The CuarrmMan. He wouldn’t do that. 

Mr. DiSatue. There is no inference, Senator, at all. I have never 
been cut off at one of these meetings. The meetings have always 
lasted long enough. 

Senator CaprpHartr. You understand, Mr. DiSalle, I am one fellow 
in the Congress who last July wanted to freeze all prices at all levels 
at midnight, June 30. I think they should have been frozen then, and 
I think when you froze prices on January 23, prices of everything else, 
you should have frozen the beef prices. 

My interest in this whole business is whether or not we are going to 
have a black market and whether or not we are going to have to go 
to rationing as a result of what we are trying to do at the moment. 

I want to state this, in all fairness to every man who appeared here 
Wednesday night: They said you had an almost impossible job, and I 
think you have. 

Nobody wants to be cross, at all. If we seem a little bit cross it 
might be because we have listened to a certain speech last night. 

The Carrman. I listened to two speeches last night; one in Hous- 
ton, Tex., and one in Washington. They were both good speeches. 

Representative Tarte. May I ask Mr. DiSalle about this matter 
of compliance? That was the matter of the argument last Wednesday 
night. 
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Mr. DiSatue. The fact that people are now buying in compliance 
is evidence enough of the fact that it is possible to comply with the 
regulations. 

Representative Tatue. On that point, since you mentioned some- 
thing about the vanishing cattle, I would be interested in knowing 
where they went; whether they went back to the ranches, whether 
they went to farmers’ pastures; or where did they go? 

Mr. DiSauue. There hasn’t been any cattle hiding, Congressman. 

Senator Ives. What did they do; just stay? 

Mr. DiSauue. It is just a normal human reaction anybody might 
have. Certainly if I had some cattle, and there was an uncertainty 
as to whether I could get a higher price or not, I would be inclined to 
wait to see which way the wind was going to blow. I think it is a 
human reaction. 

If they didn’t market up to the amount they would normally 
market, that would be a natural reaction. Our surveys indicate there 
were many contributing factors. 

Senator Ives. They didn’t go anywhere, then; they just stayed 
home? 

Mr. DiSatue. That is right. There were some climatic conditions 
in some parts of the country that made it impossible. For example, 
we had some figures from one State where they showed the roads 
were just about impassable due to rain, and it made marketing im- 
possible. 

On the west coast marketing was normal and in some other markets 
around the country marketing was normal! during the past week. 

Senator Capenarr. Will the Congressman yield to me at that 
point? 

Representative Tauue. | will vield to the Senator from Indiana. 

Senator Capenart. The thing that worries me is a duplication of 
what happened in World War Ll. The larger packers were unable to 
get a small percentage of the decreased number of cattle. In other 
words, they testified here that they were unable to buy even a small 
percentage of the cattle that were sold because they were unable to 
meet the price. 

Now, that is the problem, Mr. DiSalle. 

Mr. DiSauue. | think also, Senator, that the Swift representative 
testified that 10 of their plants were able to buy in compliance and 
did buy in compliance. 

Senator Capenarrt. Yes; he testified, and I think he gave the names; 
I don’t think it was 10, but he named some of their smaller plants. 

The fact was that X number of cattle came into Chicago and In- 
dianapolis and the other markets, and they were there with their 
buyers, willing to buy, had the money to buy, and they were offering 
the ceiling price, but the cattle were being sold to someone else at the 
higher price than the law permitted them to buy. 

That is what happened in World War LU. That, I think, is the 
crux of the problem. I think if vou can solve that problem, or if we 
can solve it, or if it can be solved, then I think your packers will be 
perfectly happy, because they will be able to get all the beef that they 
can slaughter and they will sell it at the ceiling prices to their regular 
customers. 

That is the problem that we had in World War II, and that is your 
problem at the moment. 
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Mr. DiSauue. I think the quota system guarantees to the packers 
an equitable distribution of the cattle that come to market. 

Senator Capenarr. [t didn’t this last week; did it? 

Mr. DrSatie. But that will average up over the accounting period. 

Senator Capenarr. Over a 30-day period? 

Mr. DrSatte. If a packer buys his 80 percent in the first week of 
the accounting period he will not be able to buy in the last 3 weeks, 
That leaves that cattle available for other packers. 

The CHarrman. Why did you cut it 80 percent? 

Mr. DiSauuie. That was our estimate, and from subsequent events 
our estimate has been indicated as correct. We felt the marketings 
would be less than a year ago. 

Senator Caprnart. Do you mean you just did it because you felt 
there would be less cattle coming in? 

Mr. DiSatue. That is right. 

Senator Caprnart. Why did you do it at all? I mean, what do 
you think is to be gained by putting a quota on each of these packers? 

Mr. DiSauue. It was to assure that all packers would be entitled to 
a fair share of the cattle that came to market. 

Senator Capenart. Under normal times when we have no price 
control, we don’t worry about it. 

Mr. DrSatue. Of course you wouldn’t because then the bidding, 
whoever can bid the highest price, buys the cattle. 

Senator Capenart. I thought at the moment we had price control 
where they had to all pay exactly the same amount. 

Mr. DrSauue. That is why we have the quota system. 

Senator Capenart. I know, but do we have a price control at the 
moment where every packer must pay to each farmer the exact 
amount? 

Mr. DrSauie. No; not the exact amount, but he has to average 
out over his accounting period and be in compliance. 

Senator Caprnart. Why is it necessary to have this average- 
out process? 

Mr. DiSatie. Well, it is almost impossible, at least, the experts tell 
me, to grade cattle on the hoof. 

The Cuarrman. That is like grading cotton in the bale. 

Mr. DrSauue. So the grading has to be done after the cattle are 
dressed. That gives a man an opportunity, if on one day he comes to 
market and his buyer feels that he is buying a certain grade cattle 
and when it is dressed he finds it is a different grade, it gives him a 
chance to average-out during his subsequent purchases during that 
accounting period. 

Senator Capenart. Of course, that is one of the things they are 
complaining about—at least, the small packers in Indiana—and I have 
had a lot of letters from them, and that is that they buy a “Choice,” 
and the Federal inspector cuts it down to “Good” or “Utility” or 
“Commercial,” and of course, when he does that, I think automatically 
at the moment they lose about $5 a hundred on it. 

Mr. DiSauie. Senator, I would like to say that most of the packers 
and producers are generally opposed to controls of any kind. 

The CuHarrMan. Well, everybody is. 

Senator Ives. On that point, they claim that no controls on meat 
will work. 

Mr. DiSatue. That is right. 
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Senator Ives. It isn’t a question of being opposed; they say it 
won’t work. 

Mr. DrSaute. But I would like to point out that, after all, we issued 
these regulations on April 30. Part of them became effective May 11, 
and we have been in operation under the regulations just about a 
month. Therefore, I feel that the real thing to look at is the fact that 
they are working reasonably well, being new to packers and being new 
to the producers, and we find markets all over the country—west 
coast market where the operation is moving along very smoothly— 
I feel that certainly time should be given to have these people under 
these regulations, and an opportunity to adjust themselves. 

Senator Ives. You think that it will work then? 

Mr. DiSauue. Yes; we are definitely convinced. Otherwise, we 
would not have issued them. 

Senator Ives. Before I leave, Mr. Chairman, I would like to ask 
one question: Are you getting the cooperation out of the packers that 
is essential to make this thing a success? 

Mr. DiSauue. I would say that the packers have adopted a rather 
general attitude that, although they do not care for controls and they 
doubt that controls will work, that they are going to try to comply 
with the regulations and to operate under them. 

Senator Ives. That is the way they sounded the other night, and I 
wondered if that was the case. 

Mr. DiSauue. That carries out what we have found in our discussion 
with them. 

Senator Ives. You are not running into any segment, then, that is 
trying to thwart your efforts? 

Mr. DrSauue. No. 

Senator Ives. You haven’t even discovered a black marketeer. 

Mr. DiSauue. The first group of people I met with back before I 
was sworn in was a group of livestock producers and meat packers 
who from that moment were opposed to controls, and they dragged 
their feet, they haven’t been too cooperative in the process of drawing 
up the regulations, but generally we find that since the regulations 
have been issued that their attitude has been one of at least trying to 
comply with the regulations to see if they can’t work. 

Representative Tatue. Mr. DiSalle, I think you have a statement 
that you would like to make, and I think out of fairness to you you 
should be given an opportunity to make it. 

Senator Ives. I would like to hear it. 

Mr. DiSalle. It doesn’t make much difference when I make it. 

Representative Taiz. I would like to have you make it. 

Senator Ropertrson. Before Mr. DiSalle makes his statement, I 
have one question I would like to ask these witnesses: 

Wednesday night we had 10 witnesses here and we asked them 
about these two future roll-backs. All 10 of them said they would 
be bad for the consumer, bad for the producer, bad for the processor. 

Tonight we have nine witnesses here. I wonder if all of them think 
that the roll-backs will be good for the producer and good for the 
processor and good for the consumer, because we’ve got a practical 
legislative problem confronting us when we bring out a regulation 
to continue the existing law which gives you the power to make these 
roll-backs. 
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Some Members of Congress feel that when we bring out a law like 
that, they would like to put a little amendment to it that you can’t 
make these future roll-backs. 

I think these witnesses right off the bat should level on this practical, 
legislative problem that confronts us. 

If there is any one of the nine witnesses who doesn’t think that 
the roll-backs are good for everybody concerned, will you hold up 
your hand and let us hear what you have to say? 

Nobody holds up their hand, Mr. Chairman. 

The CuarrMan. I think they feel something like you and I do. 

Did someone else have a question? 

Mr. DiSalle, will you go ahead with your statement? It is not a 
fear of only the next two roll-backs, but let me say that the farmers 
are fearful that this will not be the end of the roll-backs. The Secre- 
tary of Agriculture knows about the Farm Bureau, the Grange, and 
the big national organizations. They feel that these are just the 
beginning of the roll-backs. 

Secretary BRANNAN. You are correct, Senator. 

The Cuarrman. That is the great fear the farmers have: that it will 
not stop here, or tomorrow. You start these things on them, and 
them only. There will be no roll-back on wages. 

Senator Moopy. Are there any plans for further roll-backs? 

Mr. DiSauue. No; there are not, Senator, I made that statement 
yesterday before 325 feeders at the Chicago Livestock Yards, very 
emphatically, that October 1 would be the Tast roll-back. 

Senator Moopy. Are there any plans for roll-backs in any other 
commodities? I mean, agricultural commodities? 

Mr. DiSauue. | doubt if there is any other commodity that has 
exceeded parity to that extent. 

The Cuarrman. The law lets you roll back to pre-Korea provided 
it is not below parity. That is the law. We don’t know whether 
you will be here or somebody else. That is the law on the books, if 
you have a continuing resolution or extension of the present law, that 

you can roll back to May or June 1950, provided it is not below parity. 
That is the law. That is the fear in the farmers’ minds and the 
rural people’s minds and the Secretary of Agriculture admits that 
that is their fear. 

Am I right? 

Secretary Brannan. That is right. 

Representative Tarun. Mr. DiSalle, with coffee selling at 93 cents 
a pound in the chain stores, would that be a proper commodity for a 
roll-back? 

Mr. DiSauu. Coffee, of course, is an imported item. We have 
very little we can do about it except control the margin as it comes 
into this country. 

Representative Tatu. The less numerous branch of the Congress 
took quite a little interest in that problem some time ago, but appar- 
ently it had no effect upon the price to the consumer. 

Mr. DiSatue. No: it did not. It is one of the difficulties of the 
whole program; the control of imports. 

Representative Tatty. I hope you may have a chance to make your 
statement, sir. 

The Cuarrman. Go ahead, Mr. DiSalle. I was just telling Senator 
Robertson what President Roosevelt said one time: That the people 
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have nothing to fear but fear itself. I am very fearful that the farmers 
are fearful of the future. The Secretary of Agriculture agrees with me; 
is that correct, Mr. Secretary? 

That is the trouble. 

Mr. DiSauue. As you so aptly pointed out, you said you didn’t 
know whether I would be here or someone else would be here—and I 
don’t know, either. 

The Cuarrman. I did not mean to say you would not be. 

Mr. DiSauue. So long as I am here, my statement stands that the 
October 1 roll-back is the last roll-back. 

Mr. Chairman, if I may proceed? 

The CuarrmMan. Go ahead. 

Mr. DiSauue. I have here—— 

The Cuarrman. I meant that as no unkind remark. I mean 
nobody knows who is going to administer around here tomorrow 
morning. 

Mr. DiSauue. That is right. 

Senator Carpenart. He was just speaking historically. 

The Cuarrman. The Senator from Indiana is correct. 

Mr. DrSauue. I know that no member of this committee would be 
unkind. Ihave had some of my most pleasant moments in Washing- 
ton before this committee. 

Mr. Chairman, I received quite a few letters since this roll-back. 
Today when I got back from a trip to Denver and Chicago I was 
looking over the mail and there was just this little letter, and I think 
it says just about as much as anybody can say on this subject, and I 
would like to read it. 

The Cuarrman. Go ahead, sir. 

Mr. DiSauue. It comes from Keystone, Nebr. It is addressed to 
me, and says: 


Dear Sir: I am writing this letter because I feel that you had ought to have at 
least one word of encouragement from a stockman. There are probably better 
ways of controlling inflation than price controls, but at this late date I believe 
that they are the only things left. 

I am afraid with the uncooperative attitude of the farmers and ranchers that 
it will be hard to enforce, but I sincerely hope that for the good of the country 
you are successful. 

My father and I in partnership run about 340 cows. We sell some of the 
calves at 400 pounds, some at 700, and some we keep as replacement. As you 
can see we have probably lost some money from the roll-back. We are glad to 


contribute it to the good of the Nation. 
Outside of the capital investment, production costs have risen very little on 


our ranch in the last 2 years. 
Yours truly, 
Jack Broan. 

I do not know Mr. Brogan, but he evidently is a young man of 
considerable foresight. I just wanted to recollect that when I came 
before this committee on the question of confirmation then it was just 
a little over 6 months ago. 

The Cuarrman. You didn’t have a telephone and you didn’t have 
an office, and I didn’t know where to get hold of you. 

Mr. DiSatuie. There was something I didn’t tell the committee 
at that time: I had a chauffeur. 

At that time I told the committee that as far as 1 was concerned, 
I knew very little about the bill and the subject, itself. Already a 
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good many members of the committee had made up their minds that 
we needed direct controls. My mind was open. 

In the week after I was sworn in we issued our voluntary controls. 
I felt that they were worth a try. 

The voluntary controls did not work. 

The CuarrmMan. Now, let me make this one remark for the com- 
mittee: They thought we should have controls last October; other- 
wise, we would never have passed the bill and put it into effect in 
September and October, and they were disappointed that nothing had 
been done. It was no fault of yours. You didn’t come here until 
January, but that was the attitude of the committee. 

Mr. DiSatue. It was no fault of the President. He tried to get 
somebody else to take the job. 

Senator Ives. You will have to admit he didn’t recommend that 
wage and price controls be placed in the legislation. That was the 
idea of the Congress, that action ought to be taken. 

Mr. DiSatue. I wouldn’t be familiar with that. 

The CHarrMan. Well, that is a fact, 

Senator Ives. That is a fact. 

Mr. DrSauue. In making a study of this subject, I felt that if we 
were going to have effective stabilization, one of the most important 
parts of our program would be the control of cost-of-living items. 
The large cost-of-living items were food, apparel, and rents. Rents 
were outside of our jurisdiction. 

A great portion of the food was below parity and it was impossible 
for us to control that portion. 

We began at that time to make a study of some of the items. These 
files presently represent everything that I have had on the subject of 
beef since last December. I have gone over it very carefully and very 
conscientiously because I felt this would be one of the real trials of the 
stabilization program. Beef is not an inconsequential part of our 
economy. It represents almost 5 percent of the cost of living. [% 
represents 13 percent of the food dollar. It represents 44 percent of 
our meat supply. 

The CuHairMan. Forty-four percent of the food supply exclusive of 
some fish and sea foods? 

Mr. DiSatue. Exclusive of fish and sea foods. 

In examining the rise of beef prices, I found that using January of 
1950 as a base—and we are using that because that is what the Wage 
Stabilization Board related their formula to—we find that the wages 
of manufacturing workers have increased approximately 10.8 percent. 

Senator CapeHART. Since when? 

Mr. DiSauie. January 1950. 

Food generally increased about 14 percent. The cost of living has 
increased generally about 9.7 percent. 

The cost of beef cattle has increased 54.1 percent since June 1950. 
It increased from June—— 

Senator Capenart. May I say this. It practically went up to 
where it was in 1948. ' 

Mr. DrSauue. It increased from June 1950 to the date of the 
regulation, about 31 percent. 

There is no cost of living commodity that has had a more spectacul ar 
rise than beef cattle. 
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Certainly if we are going to have effective stabilization, we cannot 
say to the wage earner that “We are going to freeze your wages and 
we are going to permit the cost of livestock to go uncontrolled and we 
are going to permit a rise as spectacular as that rise was.” 

In the issuance of our General Ceiling Pri¢e Regulation we didn’t 
control livestock. We did not control it for two reasons. The first 
reason was that we just didn’t have the people available to write the 
regulations. The control of beef cattle is a highly technical subject. 
It requires a great deal of study and research, a great deal of care in 
preparing the regulations. We put people on it immediately. They 
consulted with everybody who would consult with them on the subject. 
We consulted the Department of Agriculture, we consulted with 
livestock producers. We consulted with people who were well 
grounded in the subject in order to be sure that we had all the informa- 
tion necessary to write these regulations. 

The second reason that we did not issue the regulation at that 
time was the fact that we had received so much assurance that the 
price of livestock had reached the point where it was leveling off. 

Senator Carenart. May I interrupt you, if you please? 

Mr. DrSatte. Surely. 

Senator Capesartr. From whom did you receive an assurance? 

Mr. DiSatue. Livestock producers and people we met with. 

Senator Moopy. Do you mean just leave the controls off and the 
price would level off? 

Senator Capenart. This is before you put the controls on? 

Mr. DiSauue. Yes; this was in December and January. In 
consultation with these people. 

Senator Ives. Is this the same source from which we are now 
hearing that if controls are removed, everything will be all right? 

Mr. DrSauue. | think some of the sources are the same and are 
identical. 

We took the chance. First of all we did not have the people to 
write the regulation. Secondly, we were hopeful that that might 
happen.’ We realized the difficulty of attempting to control livestock. 
Instead of a price of beef cattle remaining where it was, it increased 
an additional 12 percent. 

We had to write these regulations and we had to have the roll-backs 
in order to restore the price of beef to a point where we could give the 
consumer some relief. 

Now what happened in the period from January until April 30? 
The price of livestock went up 12 percent. It narrowed the margin 
of the packer and the wholesaler and the retailer to the point where 
State and municipal institutions were unable to buy. After all, you 
just couldn’t expect the packer to buy at these prices and attempt 
to see that those institutions got it at a price they could afford. 

We were being faced with a critical shortage. 

In the meantime, what was happening around the country? 

Some very significant facts. One of our people down in North 
Carolina made an investigation of meat supplies available at retail 
levels and reported he found five retail stores in a small community 
that had discontinued selling beef cattle because the price was so hig 
that there was no market for it in that community. 

The CuatrmMan. The southern people are not very large eaters of 
meat. They never had the funds to do it; you know that. 
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Mr. DiSauuie. That wasn’t only true in the South, Senator, that 
was true in other parts of the country as well. 

The Homemakers Guild in a survey found that out of 49 percent 
of the people who had discontinued buying some cost-of-living items, 
because of the rising cost of living, 66 percent of the housewives 
interviewed had stopped buying meat. It had become a very critical 
thing. In spite of that fact that one member of the House Agriculture 
Committee accused me of being responsible for the rise in the price of 
meat—he said that actually meat prices were not high, that I just led 
people into thinking they were. There were a good many people 
across the country who were thinking that meat prices were high a 
long time before | was appointed. 

Senator Moopy. Could you give us those figures again, Mr.Di Salle? 

Mr. DrSautue. Forty-nine percent of the people who had discon- 
tinued buying certain cost-of-living items because of the rise in price. 

Senator Moopy. Forty-nine percent of the people who stopped 
buying something? 

Mr. DiSauue. Yes. Sixty-six percent of them discontinued buying 
meat. 

Senator Carenart. That was out of how many people? 

Mr. DiSauuie. About 4,000 interviewed in this survey. 

Senator Moopy. Meat or beef? 

Mr. DiSaute. They said meat. 

Senator Ives. How broad an area? 

Mr. DiSatue. Across the country. 

Senator Capesart. Who made that survey? 

Mr. DiSauie. The Homemakers Guild of America. 

Senator Capenarr. Who are they? 

Mr. DiSatxie. Well, it is an organization that makes surveys for 
business institutions. 

Senator Caprenart. And 49 percent of the 4,000 had stopped buy- 
ing any meat of any kind? 

Mr. DrSa.ue. Sixty-six percent of the forty-nine percent who had 
discontinued purchasing some item reported that fresh meat was an 
item they had discontinued buying. 

The Cuarrman. A lot of people have stopped buying meat that I 
know of personally. 

You saw the article in the Wall Street Journal under date of the 13th 
of this month where they stated that the people would not buy meat 
because it was too high? 

Mr. DiSatue. That is right. 

We might say that after all, if we take away the people’s purchasing 
power, that they won’t buy meat and therefore meat will come down. 

The CHarrMan. You are not taking the purchasing power away 
because Secretary Snyder made the most interesting speech I ever 
read in a long time in Chicago. He said the American people could 
buy 40 percent more goods today with the money they had than they 
could in 1939. In other words, an American worker or American 
businessman, on per capita average throughout the United States, 
Secretary Snyder said, from Treasury reports and all that, they could 
buy 40 percent more goods today, with all this inflation, than they 
could have done in 1939. That is what he said. 

Senator Capenarr. If that is true, what are we worrying about? 
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Mr. DiSaute. I was at a point in my statement where I wanted to 
call to the committee’s attention that in the United States today, 
when prices rise, the housewife is forced to tell. her husband she cannot 
furnish meat for her family because of the high price. He immediately 
translates it into a cost-of-living rise and goes out to see what he can 
do about increasing his income ‘to meet that cost-of-livi ing rise. And 
so we are finally faced with increases in wages in order to offset it. We 
get into the same familiar wage-price spiral that leads us into inflation. 

No single item played as important a part in the needs of these 
controls than the price of meat, itself. 

I am convinced of that beyond any reasonable doubt. 

The Caarrman. Now the head of the Grange and everyone else 
says who have testified before us—of course, they are all opposed to it 
—the head of the Grange said, if you have controls, you will have to 
have rationing. If you have controls you will have such a limited 
amount of meat that only the very rich can get it. 

Mr. DiSauue. If they mean by rationing, the coupon type of 
+, we are not ready for it and-won’t need it. 

The Cuarrman. I only tell you what they said. 

Senator Carenarr. Did you say you thought we would never 
need it? 

Mr. DiSatte. I wouldn’t say that. I would say in the foreseeable 
future, we won’t need it. 

The CuarrMan. Do not misunderstand me, I do not say we need 
it, but I am only calling your attention to the testimony you probably 
read or heard from the different organizations. 

Mr. DiSaute. I would like to point out that in effect we have had 
meat rationing in this country for the last couple of years because 
only a certain percentage of the people were able to buy. It is what 
economists call purse rationing. We have had purse rationing for 
quite a few months now. 

Senator Capenarr. Did. we have the same sort of rationing back 
in 1948 when prices were equal to what they are today, or higher? 

Mr. DiSauue. I would say that you had it at that time, and pos- 
sibly that is one of the reasons why the price of beef dropped as 
sharply as it did after 1948. 

Senator Capenarr. It went down. 

Mr. DiSauie. Today in the face of rising purchasing power and 
the need for production at other levels than agricultural levels, you 
have a different kind of condition than you had in 1948. 

Senator Caprenart. Then you are confident in your own mind 
that you will be able to stop the black market and that we will not 
be forced into the rationing of meat? Beef, I am talking about. 

Mr. DiSatue. I would say that we would not have issued these 
regulations if we did not feel that we could enforce them. 

As far as rationing is concerned, as I said before, we see no need 
for rationing in the foreseeable future. 

Senator Caprenarr. I have one other question: 

Do you feel that under your system of rationing or regulation the 
meat will flow through the normal channels and that, as you said a 
moment ago, this has only been in effect for a few days now; a week 
or 10 days—that within a 30-day period that the regular packers will 
be able to purchase each day sufficient cattle to keep their processing 
houses going? 
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Mr. DiSauue. Senator, I would not like to say that within 30 
days this thing will settle down. There are a good many conditions. 

Senator CapeHartr. Would you say 60 days? 

Mr. DiSauue. It depends a great deal on what Congress does. 
Some of these people are marking time. There is talk about controls 
being defeated and that we will have no controls. Some of them are 
marking time and waiting to see what is going to happen. 

Senator Caprnarr. I think you are again getting away from the 
problem and that is as it was in World War Il. The cattle were there. 
They were being sold, but they were not being sold at the ceiling prices 
to the regular, commercial packers. 

Mr. DiSauue. | think definitely we can stop that one. 

Senator Capesnart. You think definitely you can stop that one? 

Mr. DiSatie. That is right. 

Senator Moopy. Will you tell us how? 

Senator Capenarr. If you can do that, you can satisfy the packers. 

Mr. DiSauue. | went into that basis of allocation and quotas and 
registration of slaughterers. 

The CHarrMan. | am not going to suggest that we just discontinue 
questioning Mr. DiSalle at this time, but I understand he is in no 
hurry. Secrretary Brannan canceled his plane reservations to be 
here tonight. 

Senator Caprnart. Who did that? 

The CHarrMan. Secretary Brannan canceled his plane reservations 
to be with us and in order to fulfill your engagement tomorrow you 
have to catch a plane at 11 o'clock. 

Secretary Brannan. It is 11:55. 

The CuatrrMan. You have to go home and get ready. 

I would suggest that the committee ask Secretary Brannan any 
other questions they want to ask him that he may be excused and we 
will keep on with Mr. DiSalle for the convenience of both. We 
appreciate the Secretary’s canceling engagements to be with us. 

Senator Moopy. I would just like to ask the Secretary whether 
he feels that this system of roll-backs is fair to the farmer. 

Secretary BRANNAN. Senator Moody, I have testified that I 
thought it was not an unreasonable thing to ask of farmers. 

I agree with the Chairman, nobody likes any form of controls. 

Senator Moopy. That is right, including this entire committee 
and Mr. DiSalle, I am sure. 

Secretary Brannan. But these are not normal conditions and some 
abnormal measures must be resorted to. 

The law provides very clearly that prices for beef animals to farmers 
cannot be rolled back below about 120 percent of parity. The level 
to which Mr. DeSalle now contemplates rolling it back will not be 
even that far. 

Senator Moopy. It is 129; is that right? 

Secretary Brannan. I think so. 

The CHarrMan. Let us get this straight about this parity business. 
You know as much about parity as anyone else and of course we 
have been told there is no parity on beef, and we go back to the old 
days of the Bankhead bill. 

here was a question here the other day. You say 120 percent of 
parity. You would mean that the highest price in the May—June 
period when you say 120 percent of parity because I know something 
about parity. 
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Secretary Brannan. That is the pre-Korea price. 

The Caarrman. How much has parity changed since the pre- 
Korean price? That is one question nobody could answer the other 
night. Parity changes as wages, materials, farm machinery, and so 
forth and so on change. 

What was parity in that period as against what it is, today? That 
will make a big difference. 

Secretary BRANNAN. Parity in June 1950, was $17.30. 

The CHarrmMan. What is it today? 

Secretary BRANNAN. It is about $19. 

The CuHarrmMan. In other words, parity has increased because 
wages have gone up and farm machinery has gone up and those 
things have gone up, from $17.30 to $19, which is $1.70? 

Secretary BRANNAN. Yes. 

Senator Capenart. Is that still 120 percent of the level, as figured 
today? 

Secretary BRANNAN. Yes, sir. 

The CHarrMan. I mean your figure $19 parity today; is that right? 

Mr. We ts. It is $19.80. 

The CHarrmMan. Well, that is even more. 

Mr. We tts. The pre-Korean price was 120 percent. 

The CuatrMaNn. | understand it was $17.30 on parity. Now it is 
$19.80. What is 120 percent based on, $17.30 or $19.80? 

Mr. We tts. The highest price—— 

The CuarrMan. I want to know this: Mr. DiSalle has rolled back 
the price of beef and it will not be below 120 percent of parity; is 
that right? 

Secretary BrRaNNAN. That is the law. He cannot do it. 

The CHarrman. What parity did you figure, $19.80, or $17.30? 

Secretary BRANNAN. $19.80, the current parity. 

The Cuarrman. It should be figured that way. I just want that 
for the record. Some people figure that you have 120 percent of 
parity and they want to know when you figured it. 

When were your last parity figures? 

Secretary Brannan. The May 15 figure. Your 120 percent of 
parity is based on the $19.80, May 15, 1951, figure. 

Senator Moopy. Mr. Chairman, while vou are clarifying these 
figures, do you remember last night one of these gentlemen testified 
that the one hundred and fifty-plus percent of parity was wrong, that 
actually the figure was only one hundred and thirty-plus? Maybe 
you better clear that up. 

The CHarrmMan. Very frankly, in my own mind I do not think there 
has ever been any parity really established over beef like there has 
been established over cotton, peanuts, tobacco, and what have you. 

Senator Moony. There is a parity price, though, on beef. 

The CHarrMan. | understand that, though. That is by compari- 
son. That is why I wanted to make this record here about what you 
figured the base was, $19.80 and not $17.30 which it was last June. 

Secretary Brannan. That is right. 

Senator Rosertson. Let me ask the Secretary this question: Now 
in figuring parity on beef, do the people eat a larger percentage of one 
type of meat than they do the other, or do they eat as many bulls and 
canners and cutters as they do of good prime and choice stuff? 
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Secretary BRANNAN. Senator Robertson, the parity is figured on 
the averages of the animals coming to market. It includes the Primes 
and it includes the canners and the cutters. 

The Cuarmman. You take all the beef that comes to market so it 
is different from cotton, wheat, corn, peanuts, and the main crops. 

Senator Moopy. Presumably everything that comes to market is 
marketed, the canners, the cutters, and so forth; it all goes into the 
market. 

Secretary Brannan. You see it is based on the last 10 years, and 
therefore the average is over those last 10 years, per year. They are 
used in the basis. 

The CHatrMan. It is a difficult parity compared with what you in 
the agricultural field have to figure out for the five major crops; is 
that right? 

Secretary Brannan. That is right. 

Senator, may I also put in the record—and I think it will be of 
interest to the committee—that in 1949, a restudy, or a recomputation 
of parity for beef cattle and other commodities was undertaken. 
And as a result of it, the equivalent of 100 percent of parity was 
increased in dollars and cents by about $5. 

In other words, there has been in the case of beef, a recent readjust- 
ment of it along with moving it onto the 10-year moving average basis. 

The CHarrmMan. You have to do that. 

Secretary BRANNAN. No parity is a precisely accurate thing. 

The CrHarrMan. I understand that. I only wanted the record to 
show that when you figured the major commodities for which parity 
was originally created and about which I know something, beef was 
not in it. 

Secretary Brannan. That is right. 

The Cuarrman. On those commodities you have a specific grade 
of a specific kind, where you set the parity and the rest takes its 
course. As we say down home, “Let the river take its course.” 

You just take everything that comes in in the case of beef and 
figure it on a parity basis. 

Secretary Brannan. For its historic base. 

Senator Capenart. Secretary Brannan, I think one of the things 
that has worried the producer in respect to this roll-back are these 
figures I am going to give you. It somewhat indicates that they 
were being singled out. For example, I am using the month of 
November 1946: Prime and Choice average weighted cattle in 
Chicago were $32.40. In December 1947, they were $35.02. In 
August 1948, which is what I have been talking about two or three 
times, tonight, they were $39.48. In December 1949, they were 
$37.77. On June 11, which would be last week, they were $36.85, 
so you see in the last 5 years, or rather since 1947, they were getting 
$35.39, $37 and now on June 11, they are getting $36. 

The thing they cannot quite understand is why, if the price is too 
high today, it wasn’t too high in 1947, 1948, 1949, and 1950, you see. 
1 think that is the basis of the complaint. 

Secretary Brannan. May I point out, Senator, that you have 
taken Prime and Choice figures. You have not taken the average, 
including Utility and Commercial, the Canners and the Cutters and a 
lot of other things. 
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Senator Capenarr. It is the Prime and the Choice; of course that 
passes through the feed lots and it is the Prime and Choice that 
consume the corn and Senator Maybank’s cottonseed meal, here, 
and all the other short things. 

Secretary Brannan. Let me put the average figures down alongside 
those. 

In 1947, $18.50 was the price received by farmers per hundred 
pounds of beef, on the average. In 1948, $22.40. In 1949, it was 
$19.90. In 1950, it was $23.10. Then in 1951, January, it is $27; 
February, $29; March, $29.70; and April $30.20. 

Senator Capenart. How about June? 

Secretary BRANNAN. We have not been able to compute June. 

Senator Capenart. Of course, the roll-back on the Prime and 
Choice, of course, is where the big complaint has come from. 

I was going to ask you this: What is cotton selling for at the moment 
over parity? 

Mr. DiSauue. Over parity? 

Senator Capenarr. Yes. 

Mr. DiSauue. I do not know what the last cotton price is. 

Secretary BraNnNAN. I can give it to you exactly. 

Mr. DiSatue. It was about 29 percent over parity at the time 
we froze it. 

Secretary BRaNNAN. Cotton is 125 percent of parity. 

The CuarrMan. For what delivery? Was the delivery price in 
October? It is 25 percent a bale less because we will have a big crop. 

Senator Capenart. Did you roll the price of cotton back? 

Mr. DiSauuie. We froze it as it was. 

Senator Capenart. Why did you do that with cotton and not 
freeze cattle as they were? 

Mr. DiSauue. The reason for it was this, that 85 percent of the 
cotton crop Was in and we were coming into the planting season. We 
felt a roll-back at that time would be a discouragement to planting. 

The Cuarrman. A roll-back would have been discouraging to 
planting? 

Mr. DiSatue. Yes. 

The CuarrmMan. You are absolutely right it would have been dis- 
couraging to planting and in the end you would have come out with 
about 12 million bales instead of 16 million bales, and the price is 
already down $50 a bale as the Secretary knows, for October delivery 
and that is what I come back to in the National Production Act. 
You want to produce. You have done a good job, by not rolling it 
back, to let them go ahead and plant and produce. 

The only thing I am concerned about as I have told the Secretary— 
and I feel sure the Secretary is concerned, too, because he took the 
waste off the market the other day and eliminated any export controls 
on it at all; is that right, on cotton waste? 

Secretary Brannan. That is right. 

The CuarrMan. The sooner you let the cotton go, the better the 
farmer will be off when he brings this 16 million bales to market. I 
am only saying that for the record because you and i have discussed it. 

Senator Capenarr. If it is discouraging to the cotton grower, why 
is it not just as discouraging to the cattleman as it would have been 
to the cotton man? 
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Mr. DiSatuie. When we are through, Senator, with the last roll- 
back, beef will still be as much over parity as cotton was at the time 
we froze it. 

Senator Capenarr. It is just as discouraging with respect to your 
production. 

The CHarrman. The Secretary of Agriculture was concerned, too, 
about the production of cattle with these roll-backs. I think you 
said so one time, Mr. Secretary. 

Secretary BRANNAN. As a matter of fact, that is the basic argu- 
ment in favor of your position of having frozen it a long time ago. 
It is a psychological problem in part that we are up against, now. 

Senator Capenart. If I had my way about it, we would pass a 
law here and the very second we go to war we would freeze all prices 
at existing levels and work from that point. Then you would get 
away from having to have a meeting here tonight. You would pro- 
tect the American public, you would get away from scare buying. 
We should have done it last July. We did not do it, so we have to 
do the best we can. 

Senator Moopy. I just wanted to ask the Secretary whether he 
believes that this program will substantially cut down the production 
of meat. That was testified to here Wednesday night. It has been 
from the general point of view of people who have been asking us to 
remove these controls or prohibit the roll-back and I think there, 
Mr. Secretary, you will find the crucial point in the minds of the 
members of this committee as to whether or not this will cut back 
production. 

Secretary Brannan. Senator Moody, may I answer it this way: 
In 1949, we increased our beef cattle in this country by 1.8 million 
animals, and the average price for the year 1949 was $19.90. 

In 1950, we increased the beef animals in this country by 4.1 
million animals, and the average price during that year was $23.10; 
$23.10 therefore seems to me to be at least a fair incentive price, a 
reasonable incentive price, and during the time that kind of price 
prevailed, we had an increase in livestock numbers. Therefore 
price above that figure it seems to me cannot properly be said to be 
destructive of the incentive to produce beef animals. 

Senator Moopy. Your ceiling price is what? 

Mr. DiSauie. Do you mean the average? 

Senator Moopy. How does that compare with your $23.10? 

Mr. DiSauue. The average price would be higher by about $3 or $4. 

Secretary Brannan. I think if we figured it correctly, it would be 
about $24.50, the price will be after the second roll-back. 

Senator Moopy. What is it now? 

Secretary Brannan. About $27. 

Senator Roserrson. At the present time the price is roughly $4 
higher than it was in 1950 when the cattle population of the country 
increased by more than 4 million head; is that right? 

Secretary Brannan. That is right, Senator. 

The CuHarrMan. We are Josing farm labor, farm material, farm 
machinery; you have been cut materially in your allotment of steel 
so it is not exactly comparable in 1950 for everybody. 

Senator Moopy. How about the production of meat? It has been 
testified here that while cattle may go up in numbers, they won’t 
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fatten the cattle and therefore the numbers of pounds available will 
go down 

Secretary Brannan. Senator Moody, that depends upon the price 
of the feedstuffs and that is the reason this year we have asked Ameri- 
can farmers to produce as large a crop of animal feeds as it is reason- 
ably possible for them to produce. We are asking them to produce 
5 percent more than they produced last year. 

The CuarrmMan. Are they going to do it? 

Secretary Brannan. Senator, as of this date, I think they are. 

The CuarrmMan. I am glad to hear that. I was fearful of the weather 
I knew they cooperated, but with the insect situation and the wheat 
and corn acreage that you were concerned about, that is why I asked 
the question. 

Secretary Brannan. Senator, if you asked me that question 2 
weeks ago, I would have been very hesitant to say that we were going 
to achieve the goal. 

The Cuarrman. You intimated that 2 weeks ago. 

Secretary Brannan. We have had some very fortunate rains and 
well-located rains throughout the country. Even down in the cotton 
country. 

The CHarrMan. It just depends upon what the elements do. 

Senator Moopy. If the price of beef gets too high, will that not 
affect the production of milk and other products? 

Secretary Brannan. There is a relationship, of course, always, 
between beef animals and dairy animals. Dairying is a much more 
difficult type of operation. The labor problems are more difficult. 
Dairies are in the area from which labor can be easily drawn off to 
the factories, and there are many other more highly competitive 
features. 

The CHarrgan. And you have the competition from the milk 
itself and the ice-cream manufacturer and the byproducts of milk that 
have given great concern to the dairy industry now with a ceiling price 
on fluid milk and nothing on ice cream, or what have you. I have 
lots of letters on that, today. 

Secretary Brannan. That is right, Senator, but we have the 
situation where if beef becomes too expensive and gets very attractive, 
people go out of the dairy business into the beef business. They did it 
last time and there are some intimatious that it could happen again, 
although I am very happy to say that there hasn’t been very much 
depletion of our dairy herds. 

Senator Moopy. On this question that was raised last night, they 
said flatly that the roll-backs would place the price below the cost 
of production and therefore would violate the law. 

They based that statement as I understood it, on disputing your 
statement of parity. They said the price of beef was not 50 plus 
above parity, but was 30 plus above parity and when you got to 
rolling it back, it would be below. 

Is there to be any violation of the law at all in roll-back situations, 
and has that point been studied? 

Secretary BRanNAN. Senator Moody, I do not think there is any 
substance to the accusation that the computations of parity whic 
we issue from month to month on beef are not well founded. 

Senator Moopy. They were convincing to me as stated Wednes- 
day. I am not an expert on those things. 
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The CuHarrMan. It is $19.80 today, it was $17.30 last June. I 
caught that when the witness said below tbe parity of last June. 

Senator Caprenartr. Let me see if the Secretary agrees with me. I 
presume this would be a matter for the Congress to handle and not 
you. Did the Congress set the parity, or did you set that? 

Secretary Brannan. The law defines how you recompute parity. 

Senator Capenart. Might it be wise if Congress changed the 
parity law on cattle and we had possibly divided cattle into four 
classes. For example, I notice at the moment that the canners are 
about 167 percent above parity, whereas the corn-fed finished steer 
might be as low as 100, 130, or 135. 

Isn’t this idea of taking the cheapest animal that comes in, maybe 
at 11 cents, and the highest animal that comes in, that might sell 
for 40 cents, and then they will all sell somewhere in between, equaliz- 
ing them out, isn’t that possibly where we are making our mistake in 
the cattle business and isn’t that one of the things that, if we would 
change it, might encourage more finished cattle and get us more 
meat and better meat and possibly even at lower prices? There 
would be a lower price if we had more meat. Did you ever give a 
thought to that? 

Secretary Brannan. We study the parity formulas all the time 
and carefully. We have made recommendations from time to time 
to the Congress and they have acted upon them. 

Senator Capenarr. Is Mr. Wells the expert on parity? 

Secretary Brannan. He is the expert on parity for the whole 
Government. 

Senator Capenart. Do you feel this amendment, Mr. Wells, of 
figuring parity on cattle where you take the lowest and the highest, is 
the proper way to do it in order to get the largest production and the 
best kinds and types of meat? 


STATEMENT OF O. V. WELLS, CHIEF, BUREAU OF AGRICULTURAL 
ECONOMICS, DEPARTMENT OF AGRICULTURE 


Mr. We tts. Senator Capehart, I think my answer to that is an 
unqualified yes. The parity for beef cattle applies to the average of 
all classes and grades sold in all locations. That is precisely true of 
parity for other agricultural commodities. 

At the beginning of the last World War this question was discussed 
at considerable length. If you begin to calculate parities for specific 
‘ grades, specific classes, some people want us to do it even for specific 
locations, you get into your whole structure of operating differentials. 

Senator Capenart. But your Federal inspectors do have four 
grades? 

Mr. Wetts. But let me point something out, Senator. 

Senator Capenart. Why not have a parity on each of those grades? 

The Cuarrman. If the Senator will yield, Wednesday that was the 
complaint that in dollars and cents ceilings, because of the lower cuts 
of meat, they were below the pre-Korean price. I fear that was the 
fact. 

Mr. We tts. There is a legal interpretation of parity that applies 
to average for the entire commodity. When you begin to calculate 
prices for particular classes, for particular grades, for particular loca- 
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tions, you are freezing into the parity structure a series of differentials 
which are very delicate and which change continually. 

The Cuarrman. We are worried about how Mr. DiSalle interprets 
it and not the Department of Agriculture. 

Mr. DiSatue. They interpret it for us. 

Senator Capenart. I think we might be putting our finger on 
something, here. 

I think we might well be putting our finger on something here that 
the Congress and only the Congress can change and the Congress 
ought to do it and once they did it, then you folks and Mr. DiSalle 
might be able to solve this whole problem. 

Mr. We tts. Now the problem you are getting into is the question 
of how you determine a differential structure. You say between 
four classes of beef cattle. 

Senator Carenart. That is the way you inspect them, now. 

The Cuarrman. Now you stay on beef because I want to find out 
about the pre-Korean prices in dollars and cents which the law refers 
to as compared to parity which Senator Capehart asked about. 

Mr. We ts. If you interpret your parities to apply to classes or to 
grades, those are continually changing. 

Senator Capenart. Will you yield? I don’t want to interrupt you, 
but those four grades that you inspectors have, they never change. 

Mr. We ts. There are many grades and classes, but my point is 
the dollars-and-cents relations between them change. If there are a 
lot of prime beef steers and only a few common cattle, the common 
cattle go up. 

As a matter of fact, as you and I know, Senator Capehart, in the 
feeding business, the question as to how much money you really make 
is how much the price of cattle go up and down from the time you 
buy your feeders. You about break even if you sell for the same 
dollars and cents per hundredweight you bought at. 

Let me point one thing out in the case of cotton, sir. 

The CHarrman. I can understand if low-grade cotton comes on 
the market, the differential will break 2 cents a pound in the day. 
I understand that. I think I know a little bit about it. I may not. 
I do not understand cattle, but I am trying to learn so I can properly 
legislate before July 1. 

Senator Capesarr. I know something about cattle and nothing 
about cotton. 

Mr. We ts. If we set ceilings for the finished grades of beef steers 
which you are talking about then I think you immediately find 
yourself faced with the necessity of going back and also setting parity 
for feeder calves and for heavy feeder steers. And then you may 
find it necessary, I think pretty soon to set the parities for them 
depending on whether they are used for feeders or whether they go as 
grass-fed cattle to the slaughter market. 

The CHarrman. And then get down to this dollars and cents 
section in the bill, compared with parity as of June, 1950. That is 
where you are violating the law. 

Mr. Wetts. I am not a lawyer, Senator Maybank, but it is my 
understanding that that legislation is read or interpreted to apply to 
the average of all beef cattle rather than the average of particular 
classes or grades or particular market locations. 
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Senator Moopy. 1 think we ought to find out about that, to 
determine whether or not it is legal. 

Secretary BRANNAN. We are advised that it is. 

The Cuarrman. The cattle people say that it is not. I am not 
here as a judge, I am trying to find out the facts. I know something 
about parity and I know something about dollars-and-cents ceilings 
and I know how that can fluctuate in the different grades of cotton or 
wheat or anything else. 

Secretary BrRaNNAN. May I ask you to invite them to come down 
to the Department with their lawyers and let us talk about it. We 
do not think it is illegal. We think the method we have been operating 
on is entirely legal not only applied to beef, but also to all the rest of 
the commodities. 

The CHatrrMan. I am not saying it is not. 

Secretary Brannan. These people did not come to us. 

The Cuarrman. They should come to the Department of Agricul- 
ture? 

Secretary BRANNAN. Yes. 

The CHarrman. So they can clear the law? 

Secretary Brannan. If they have an attorney’s opinion on that 
we ought to study it. We ought to have the opinion and the benefit 
of their views. 

Senator Carenarr. Will you agree with me that under any price 
freeze, where you freeze the price of cattle—I am not talking about 
this one or any one—that you have a tendency to bring the price of 
finished animals closer to the price of the unfinished or the poor. Do 
you agree with that? 

Mr. We tts. That is quite likely in this case. 

Senator Carenart. Is it not always likely, that you bring the two 
prices closer together, and therefore take out of the cattle business 
the incentive for putting more weight on cattle and finishing cattle, 
in the case of any price freeze? I am not thinking of Mr. DiSalle’s, 
now. 

Mr. We tts. I think there is always a tendency to cut the extreme 
tops off. 

Senator Carenarr. You have to deal under the law with parity 
and Mr. DiSalle is charged with parity with respect to farm prices. 
It is one of the standards you must go on. 

I therefore again get back to the advisability in the interests of 
everyone, of changing the parity law on cattle to include—I don’t 
know whether it ought to be two grades or whether it should be four. 

Mr. We tts. It would become an awfully complex structure. 

Senator Carenarr. I| still do not see why you cannot do it on the 
four grades that the Federal inspectors grade this meat on. 

Mr. DrSauue. Would you confine it to beef alone? For example, 
they have better than 300 grades of cotton. 

Mr. Wetts. You only have one parity price for cotton. 

The Cuarrman. The rest depends on the weather. 

Senator Carenarr. There is very little difference in hogs. 

Mr. We ts. This same question can be raised with respect to any 
agricultural commodity. It is a question of whether you write in the 
parity structure, which always comes from Congress, the whole differ- 
ential structure. 
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Representative Tatie. Mr. Chairman, I wanted to get back to my 
original thesis. The reason we are here is that inflation is the prob- 
lem, and we would like to curb it. We are agreed, I think, that 
production is one constructive way to curb inflation. The meatmen 
say they cannot comply with the regulations that are set up. 

Now, Mr. Secretary, I would appreciate it if you would Eas me to 
look into the future a little bit. I think we are all agreed, that Mr. 
DiSalle has a terrible problem with which to deal. Similarly, I think 
we agree you cannot force people to do things they do not want to do. 
We know very well that many of these people do have a choice. They 
do not have to keep on producing. They do have a choice. There 
are some acres of land where little can be done except grazing. But 
other people have a choice. They do not have to bring animals into 
the feed lines. So the future is very uncertain for all these people 
and that is why they are upset. 

You mentioned earlier this evening that there is a short feeding 
period of 90 days, I think. Is that right, Mr. Brannan? 

Secretary BRANNAN. Yes, for both the yearlings and steers, but 
usually for steers. 

Representative Tate. Now as to prime beef, it is generally agreed 
that 6 to 7 months is required to produce really good beef. 

What I am worried about, and a lot of other persons too, is whether 
we caa get production under controls. I think that is the issue, can 
we get production? ; 

Certainly if we throw in a lot of disrupting elements we can not get 
production. 

Are we going to have a series of short feeding periods and cut out the 
long periods, or do you think you can get the long period feeding? 

Secretary BRANNAN. Surely. 

Representative Tate. You think we can? 

Secretary BRANNAN. Yes. 

After all the manufacturer of meat is not a great deal unlike the 
manufacturer of an automobile. You buy your raw materials and 
put them together and you have a commodity ready for the market. 

If the price of feedstuffs is at an inducement level and the price of 
animals moving into the feed lots is at an inducement level, somebody 
will go into the business of putting the feed and the animal together. 

If you dislocate either of the items drastically or seriously then you 
might very likely disturb the production or the feeding out of the 
animals. 

We have had experiences like that when we had a very, very short 
supply of feed and it was necessary to put the animals into the market 
off of grass because you just did not have anything to feed them. 

But right now we do have feedstuffs in ample supplies, the price 
of corn has been fairly steady in the market place and the price of 
the other feedstuffs are fairly steady and that plus the availability 
of animals is, according to our computation, still an inducement to 
the production of choice animals, of well-fattened animals. 

The test of it in my opinion is, what happened in 1949 and what 
happened in 1950 with prices on the average below those which 
Mr. DiSalle can by law, or by any announcement he has made, fix 
a minimum for beef animals. 

Representative Tae. It is true, though, is it not, that when the 
government enters into the picture, it does bring in a new hazard 
for the people immediately involved? 
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Secretary Brannan. Representative Talle, I would just like to say 
I do not know whether they bring in any greater hazards than have 
been in the market. 

In 1948, if 1 remember the year correctly—Mr. Reed can correct 
me if that is the wrong year—the beef prices were much worse than 
Mr. DiSalle rolled them back to. They took a licking, but yet we 
went on producing beef. 

Senator Capenarr. It went down gradually over a period of 6 
months. It might have been better in this instance to have reduced 
them more slowly. 

Mr. DrSauuie. That is the reason for dividing up the roll-backs 
into two or three parts. 

Representative Tarte. May I state specifically what I have in 
mind in connection with these operations. [ am relating this now 
to last Wednesday night’s testimony when the meat people were here. 

Some of them are here tonight, too. 

They pointed out in one instance, that a packer—and he has a 
very fine reputation and has been in business for 60 years—found it 

ifficult to buy that he was in a balance of about $221. If he went 
under that, he would be in the red and he had to make it up some way. 

Another said he was over $400 in the red and he had to somehow 
figure out how to make that up during the month. 

Now when you have matters of that sort with which to deal, it is 
a new matter in your operations. I wonder how it is possible to 
operate efficiently a costly enterprise like a packing plant when you 
have a very delicate situation like that, with the Government holding 
a sledge hammer over you. 

Secretary Brannan. Well, Mr. Talle, I do not think the Govern- 
ment is holding a sledge hammer over that packer, at all. He can 
buy in the market, and he has a rather flexible rule under which he 
can buy. He can pay above what would be the theoretical ceiling 

rice for some animals, if before the end of the accounting season 
- pays less for some others 

He has flexibility in the market place. On the other hand, it may 
be that the order buyers, as has been the case in the Midwest, have 
some rather active customers on both coast lines and they have been 
buying actively in the Chicago market and the Midwest markets and 
they have taken some of the animals out. 

That, according to Mr. DiSalle’s method of putting the quotas on 
the slaughterer, should level out before the end of the period because 
if it is a New York or San Francisco packer who has come in and 
taken an abnormal amount out of the Midwest market, presumably 
he will be slaughtering over his per-day quota, so to speak, and to- 
ward the end of his period will find that he cannot fit into the market 
any longer and the people in Chicago will have access to the market 
again. 

Theoretically that is how it is supposed to operate. 

But again I say to vou that, of course, abnormal situations such as 
this great emergency is call for a little more than the normal regu- 
lation. Nobody likes them, I don’t like them, but what we are trying 
to do here is make them work as effectively as we can under all the 
existing circumstances. 
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The CHarrman. Mr. Secretary, we know you have to catch a 
plane. Are there any more specific questions which are conducive 
to a “Yes”’ or “No” answer? 

Senator Capenartr. Mr. Secretary, it is a dangerous thing for a 
packer to be unbalanced at the end of the month. What is the 
effect? Is it a criminal offense? 

Secretary Brannan. He can control that. 

Senator Capenart. He can control it, but the point is he has to sit 
there and see somebody else take the cattle at a higher price. 

Secretary Brannan. He has a base period. Say that base period 
says he can buy 8,000 animals in the period of June, and that is 80 
percent of 10,000 animals which he bought in his base period. He 
buys up to 7,000 animals. 

Senator Capenart. Over the ceiling? 

Secretary Brannan. He is not going to buy more than half over 
the ceiling unless he knows he can buy the other half at least less than 
ceiling. 

Senator Capenartr. How does he know he can get them? 

Secretary Brannan. He can get them as he got them before Mr. 
DiSalle showed up at the market. 

Senator Capgenart. How? 

Secretary Brannan. Through competitive bidding. 

Senator Caprenart. How can he compete if one man can buy cattle 
at 35 cents a pound legally and the other man can only pay 34 cents 
legally? How can he compete that day? 

Secretary Brannan. The man who can pay 35 cents will have to 
level off by paying 33 cents later on and then the man who stays in 
at 34 cents is going to take the animal away from him. 

Senator Carpenart. But you cannot run a processing plant being 
up one day and down the next. You just can’trunit. You have to 
have a steady flow. You have to kill so many animals each day. 
Otherwise you cannot operate your plant. You certainly cannot 
operate efficiently and you cannot supply your customers, either. 

Secretary Brannan. I don’t say it 1s ideal, Senator. 

Senator Capenart. It certainly is not ideal. You admit it is not 
good, but you know of no better way to do it. 

Senator Moopy. Mr. Secretary, I have one more question. You 
had begun to answer my question on the matter of production, the 
total production of meat as contrasted with the production of animals, 
and you started to say that one very important factor was the price 
of feedstuffs and then another question interrupted you. I would 
like to have you finish your line of thought, there. 

The CuarrMan. Let us have no request for lines of thought. Ask 
the Secretary a specific question and let him answer. It is 10 o’clock, 
and I have been down here since 7 o’clock. The Secretary has to 
catch a train, and I have to be down here again tomorrow at 7 o’clock. 

Senator Moopy. I just want to find out if we are going to get 
production of meat or not. 

Secretary Brannan. The first part of the answer I made to you, 
Senator, was to the effect that as far as the basic breeding of animals 
is concerned, there was still an incentive price for that. 

Now, the second part of the answer is whether those animals will 
be fattened out to Choice and Prime, to the desirable qualities of 
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meat that the American people want and are accustomed to getting. 
That depends upon the supply of feed. 

So far, the supplies of feeds are adequate to maintain a level of pro- 
duction perhaps a little bit better than we have had while marketing 
hogs, beef, dairy products, chickens, and eggs at the current rate. 

f we have a good crop this year, plus something of a carry-over 
from last year, | think we will still be able to keep that level of pro- 
duction, and if we get all that we have asked for, we will be able to 
raise it a little. 

Senator Moopy. If you have enough feed, you will be able to 
raise the total production of meat? 

Senator Brannan. We will be able to feed out an increased number 
of beef animals to the Good, Choice, and Prime grades. 

Senator Moopy. Can they do it at an incentive, so they will do it? 

Secretary BRANNAN. According to our figures; that is right. 

The Cuarrman. Now, Mr. Secretary, the law says it should be 
done by grade. Section 3, Public Law 774, on page 8, goes on to say: 

As determined by the Secretary of Agriculture, and adjusted by the Secretary 
of Agriculture for grade. 

Secretary Brannan. That is applicable to all parties. 

The CuarrmMan. Why don’t you do this cattle work by grade? 

Secretary BRANNAN. Senator, we do it just as we do in cotton. 
We take one grade of cotton, and adjust for all other grades by price. 

The CuarrMan. I understand. 

Secretary Brannan. We do the same for meat. 

The CuarrmMan. You have adjusted the meat by price. 

Secretary Brannan. And the market adjusts by price. 

The Cuarrman. I know, but you said you took the meat as it 
came in and averaged it up. 

Secretary Brannan. For your base period you do; that is right. 

The CaarrmMan. For your base period? 

Secretary BraNnNAN. The price for it. That price is reckoned from 
a figure which is based on the average of the previous 10 years. 

he CHatrMAN. But it can’t go below the price of last May or June. 
How can you use your last 10 years? 

Secretary BRANNAN. You are reading from the Defense Production 
Act. 

The CuarrmMan. That is right. 

I know of your Agricultural Act, but the Defense Act said “May 
20, 1950, to June 24, 1951, inclusive, as determined by the Secretary 
of Agriculture, and adjusted by the Secretary of Agriculture for 
grade location.”’ 

You have no 10-year adjustment you could make under this law. 

Secretary Brannan. You are correct, sir, because we are on the 
pre-Korea basis and not a parity basis. 

The CuatrMan. That is right. 

How can you strengthen that law? I am talking about the produc- 
tion. How can you strengthen the law so that the people won’t be 
worried about their producing on a 10-year basis and the law goes 
on that 10-year basis? 

Secretary Brannan. Let me make myself clear: To compute the 
base for parity we start with the most recent 10-year average. 

The CuHatrman. That is right. 
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Secretary Brannan, All right; for fixing the minimum 
The Cuarrman. For the difference in grade you take a 10-year 
average. 


Secretary Brannan. No; for fixing the pre-Korea price, we just 
simply took the average price for the pre-Korea period. 

The Cuarrman. But not by grade. 

Secretary Brannan. The average; yes. Not by grade. 

Senator Caprenartr. The law says grade, though. 

Secretary Brannan. It grades itself, Senator. 

The CHarrmMan. | know it does. 

Representative TaLLe. Mr. Secretary, are you taking into account 
that we may face a situation in which we would get mostly meat 
from grass-fed cattle and these feeds that are plentiful now have other 
outlets—there are so many users of corn that are using the feeds. 

Secretary BrRanNnaAN. So long as we have feed the animals will go 
into the feed lot if there is an attractive enough price. 

The Cuarrman. Now, Mr. Secretary, before we recess, I am going 
to ask that the Solicitor for the Department, and the Solicitor for 

_Mr. DiSalle, look into that section of the law here, and recommend 
to us before we get through with this bill, which is not going to be 
too long, because it expires shortly, what correction we can make 
to make that more firmly understood insofar as cattle is concerned. 

I know about the difference in cotton grades and tobacco and so 
forth, but that cattle situation has been the trouble around here; 
the difference in grades, and the difference in parity which they claim 
they don’t have, but we won’t argue about that, or the pre-Korea 
price as based on either the parity price or the latest price between 
May 24 and June 25. 

Secretary Brannan. The same rule will apply to cotton, because 
the minimum for cotton is based on pre-Korea. 

The CuarrMan. Perhaps the Solicitor could do this. The gentle- 
man who made these charges on parity was Judge Montague. 

You said you would like to meet with the people. Would you 
ask the Solicitor to ask him to the meeting so we could get a better 
understanding of parity? 

(The following was later received for the record:) 

DEPARTMENT OF AGRICULTURE, 
Washington, D. C. 
Hon. Burnet R. MAyYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, 

Dear Senator Maysank: At the hearing before your committee on Friday 
night, June 15, reference was made to the fact that Judge Montague, general 
counsel for the Texas and Southwestern Cattle Raisers Association, had referred 
to the provisions of the Defense Production Act of 1950 which prohibit the estab- 
lishment of a ceiling price for any agricultural commodity below the higher of 
the parity price or the highest price received by producers during the May 24- 
June 24, 1950, period, and raised some question as to the legality of the method of 
determining ceiling prices for livestock. 

At your suggestion, the Solicitor of this Department conferred with Judge 
Montague and also with the chief counsel for the Office of. Price Stabilization. 
Judge Montague interprets the provisions of the act as requiring that a parity 

rice and a highest May 24—June 24 price be established for each grade of livestock. 

he Solicitor explained to him that, as in the case of other agricultural commodi- 
ties, these two prices for livestock represent prices received by all producers for all 
grades in all markets. 

The parity price of an agricultural commodity has been considered as an average 
price for all grades ever since parity was introduced into agricultural legislation, 
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and the May 24—June 24 highest price is simply an alternative pricing standard 
which must necessarily be expressed in the same terms as parity in order for com- 
parisons to be drawn. This is consistent with the practice under similar minimum 
rice provisions in the Emergency Price Control Act of 1942, as amended. The 
Jefense Production Act of 1950 contains nothing to indicate that Congress in- 
tended to make any material change in these basic conceptions. The adjustment 
of the parity price or the highest May 24—June 24 price for grade, location, and 
season is, of course, made in a manner which is calculated to result in the aggre- 
gate in an average price equal to the applicable legal minimum. 

It is believed that the pertinent provisions of the Defense Production Act of 
1950 give adequate insurance of fair and equitable prices to producers. To estab- 
lish a parity price or the highest price received during the May 24—June 24 period 
for each grade, each location, and each season would be highly impracticable, if 
not impossible. 

It is my understanding that the chief counsel of the Office of Price Stabilization 
concurs in the views expressed above. 

Sincerely yours, 
Cuarues F. Brannan, Secretary. 


The Cuarrman. The hearing will stand in recess. 
(Whereupon, at 10:05 p. m., the hearing in the above-entitled 
matter was recessed, subject to the call of the Chair.) 
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